TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


FRIDAY, FEBRUARY 22, 1952 


Unirep States SENATE, 
SUBCOMMITTEE OF THE COMMITTEE ON APPROPRIATIONS, 
Washington, D. C. 
The subcommittee met at 10:30 a. m., pursuant to recess, in room 
K-37, the Capitol, Hon. Harley M. Kilgore (chairman of the subcom- 
mittee), presiding. 
Present: Senators Kilgore and Ecton. 


TREASURY DEPARTMENT 
UnitTep States SECRET SERVICE 


STATEMENTS OF U. E. BAUGHMAN, CHIEF, UNITED STATES 
SECRET SERVICE; GEORGE W. TAYLOR, ADMINISTRATIVE OFFI- 
CER; AND W. D. CAWLEY, SPECIAL AGENT IN CHARGE 


SALARIES AND EXPENSES 


Senator Kitcore. Gentlemen, the committee will please come to 
order. 

This morning our first witnesses will be the representatives of the 
Secret Service Division. I see that you have a general statement, 
Mr. Baughman. To save time suppose we insert it in the record at 
this point and you proceed to high light its contents, the changes and 
the need therefor. Then we will take up the individual appropria- 
tions. 

(The statement referred to is as follows:) 


InTROpUCTORY STATEMENT oF U. E. BAvGHMAN, CHier, Unirep States SECRET 
SERVICE 


Mr. Chairman and gentlemen of the committee, I am appearing in support of 
the appropriation estimates for the Secret Service, White House Police and 
Uniformed Guard force for the fiscal year 1953. 

For these three activities I am asking an appropriation of $3,933,000, an 
increase of $336,000 over the 1952 appropriation of $3,597,000. Practically the 
entire increase, or $304,000, will be required to cover recent salary increases 
authorized by the Congress. 

SECRET SERVICE 


It is gratifying to report that on July 5, 1951, the eighty-sixth anniversary of 
the Seeret Service, Congress passed H. R. 2395, giving the Secret Service basic 
legislation to carry out its functions and this bill was enacted into law when 
the President signed it on July 16, 1951. As you are aware, this legislation 
does not give the Secret Service any additional powers or jurisdictions over 
those which we specifically and previously had under our annual appropriation 
acts, except the power to execute arrest warrants. 
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Our main duties still consist of the protection of the President of the United 
States and his immediate family, the President-elect, and the Vice President at his 
request, the suppression of counterfeiting (including currency, stamps, and 
Government transportation requests), investigation of forgery of Government 
checks and bonds, violations of the Gold Reserve Act and the Silver Purchase Act, 
tort claims, and investigation of applicants for certain positions in the Treasury 
Department. " 

fore discussing our estimates for the next fiscal year, I would like to give a 
brief accounting of the excellent progress made by the Secret Service during the 
past year. At the end of the fiscal year 1950 there was a total of 18,268 pending 
investigations on hand. By the end of the fiscal vear 1951 this backlog had 
been reduced to 12,532 cases on hand. During the fiscal vear 1951 we received 
a total of 46,343 cases and closed 52,079, including cases pending from the previous 
fiscal year. During this period 2,772 persons were arrested for offenses under 
our jurisdiction, with 98.8 percent convictions in all cases that went to trial. 

The reduction in pending cases may be attributed largely to two factors. First, 
the reorganization of our field force and establishment of an inspection system. 
Under this system four inspectors made exhaustive inspections of field offices and 
reviewed the older pending cases, authorizing the closing of those cases in which 
it was evident that successful results would not be achieved by continued investi- 
gation. The second important factor in the reduction of the case load was the 
voluntary uncompensated overtime of 93,000 hours contributed by our special 
agents. This overtime is the equivalent of 52 special agents working normally 
required hours. 


Forgery of Government checks 


The forgery of Government checks continued to represent the largest enforce- 
ment problem for the Secret Service. During the last fiscal year the Secret 
Service received 32,738 check forgery cases for investigation. In the same period 
our agents investigated 38,102 forged Government checks worth $2,752,493.94, 
which included numerous forgery cases carried over from the previous year. Of 
the types of cheek cases closed, income tax refund checks predominate, repre- 
senting approximately 25 percent of the total, followed by military allotment 
checks 21 percent, veterans’ checks 16 percent, and Social Security checks 8 
percent. 

In 1945 the Secret Service received 16,380 check cases for investigation and in 
1946 this figure increased to 29,600. This, undoubtedly, was due to the issuance 
of income tax refund checks at that time, plus the great increase of Government 
checks issued to veterans. Since 1946, we have received a yearly average of 
31,686 forged checks for investigation. 

We have cooperated closely with post-office inspectors and police departments 
in covering vulnerable areas on certain days of the month to intercept the check 
thieves and forgers who make a practice of burglarizing mail boxes, resulting in 
numerous arrests. 

A factor contributing today to check forgeries is narcotic addiction. Numerous 
confessions are received from drug addicts who steal Government checks and 
forge them to finance the purchase of narcotics. 

For example, an operator of a bar and cocktail lounge, also a narcotic addict, 
was arrested for the theft and forgery of Government checks. His business was 
bad and he required up to $100 per day to purchase drugs. He organized a gang 
of drug addicts to rob mail boxes and steal checks and many hundreds of dollars 
iri forged checks were traced to this gang. Judging from their extensive activities 
an untold number of forgeries have apparently not yet reached the Secret Service. 

In another case an addict arrested with two accomplices for check forgery 
confessed that he had conducted a kind of “‘check-cashing service”’ for other check 
thieves. They would bring him stolen Government checks which he would forge 
and negotiate for a fee. He aiso admitted that from 1945 until 1947, while in the 
Army, he had stolen checks issued to wounded men at three different Army 
hospitals. This forger was sentenced to 4 years and ordered hospitalized for 
treatment of drug addiction. 


Counterfeiting 

The activities of the Secret Service in preventing counterfeiting have greatly 
increased in recent years. 

There was an increase in counterfeit money received during the fiscal year 1951. 
The total amount received was $1,430,931 which was an increase of $150,530 
over the previous year. Nevertheless, of this amount only $512,987 was passed 
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on the public during 1951 in comparison with $727,086 for the fiscal year 1950. 
In other words, for the 1951 period we were more successful in seizing and con- 
fiscating a greater amount of counterfeit money before it could be placed in 
circulation. 

It seems that some counterfeiters will never stop competing with the United 
States Mint and the Bureau of Engraving and Printing. We had a case during 
the past year involving a man who was originally arrested in 1924 for making 
counterfeit coins. He was arrested again in 1926 and again in 1932 for the same 
offense. He was sentenced to 3 to 8 years in a Federal penitentiary where he 
acquired considerable knowledge in the art of making counterfeit notes from 
many other counterfeiters serving time there. Soon after his release he studied 
methods of making counterfeit notes and began experimenting. By early summer 
in 1943 he believed his product could be successfully passed and took into partner- 
ship another ex-counterfeiter. His efforts were doomed to failure because he 
was arrested by Secret Service agents again in August 1943. He was sentenced 
to 10 years and his partner to 6 years. He was a model prisoner and received a 
conditional release during the summer of 1950. A perfectionist, he continued to 
study graphic arts while serving his last sentence and while still reporting to his 
probation officer. While on parole he disappeared. In December 1950 a new 
and deceptive counterfeit $20 note appeared in the midwest; then the far west; 
followed at intervals by dangerous counterfeit $5, $10, and other $20 notes. 
They were all of common workmanship and, of course, the ex-counterfeiter became 
asuspect. He was finally captured with his plant in a cabin in the Pacifie North- 
west in July 1951. This time he was sentenced to 15 years. When arrested he 
remarked that he did not expect to see Secret Service agents for at least 2 or 
ee he believed his product was so good and would not be readily 

etected. 

While we are still endeavoring to educate money handlers in the detection of 
counterfeit currency by means of circulars, booklets, films and lectures, many 
merchants are still careless. However, I believe that now as a result of the flood 
of counterfeit notes during the past few years, storekeepers examine their bills 
more closely and are cooperating whenever possible in detaining passers under 
some pretext. 

One ingenious method of detaining a passer was hit upon by an alert operator 
of a Ferris wheel at a county fair. A man presented a counterfeit $20 note for 
two tickets. The operator detected the note as a counterfeit and kept the Ferris 
wheel running until the local police arrived, at which time they found six additional 
notes on the passer. 


Presidential protection 


For the fiscal year 1951 there were 3,629 cases received involving threats against 
the President, in comparison with 2,598 for the previous fiscal year. Undoubtedly 
this increase was due to various controversial issues, sharply differing opinions as 
to governmental policies, and world-wide unrest. Such unrest has recently been 
brought into sharp focus by the series of political assassinations in foreign lands. 
These violent acts point up the necessity for our continued vigilance in the dis- 
charge of our protective responsibilities. While each threat is investigated 
thoroughly to determine the intent of the utterer, it is necessary, of course, to 
exercise the greatest care and discretion to avoid any infringement upon the rights 
of free expression which we, in this Nation, enjoy and cherish. We realize that 
sometimes personal problems stemming from present conditions may result in 
intemperate oral or written outbursts which, on the facts initially available, are 
justification for investigative action by this Service, but, upon investigation may 
be of little or no protective interest. 

While the number of known threats has increased during the past year, I am 
also most concerned with the unknown. For instance, Oscar Collazo and Griselio 
Torresola were not letter writers nor did they orally express their intentions to 
assassinate the President at the Blair House in 1950. For this reason we must be 
constantly alert and prepared at all times for the unknown. 

During the fiscal year 1951, 85 persons were arrested for alleged threats, and 
during this period, 79 were convicted and sent to prison or mental hospitals. 

While I do not know what the President’s intentions are for this election year 
and the extent of any traveling he might do, undoubtedly, travel will be above 
normal, which makes it all the more imperative that we maintain the full force 
of agents assigned at the White House and in the field to provide for essential 
security measures. As I have explained in the past, whenever the President 
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travels, it is necessary to draw upon field agents normally assigned to investiga- 
tive duties to supplement the regular protective detail. ; 

During the past 5 years we have received for investigation an average of 47,000 
criminal and noncriminal cases each year. To investigate all offenses under our 
jurisdiction we have nee 220 special agents in the field and it is 
readily apparent that with this small force the number of cases received keeps us 
extremely busy. The voluntary overtime performed by agents was a contributing 
factor in closing more cases, keeping abreast of cases received, and at the same 
time reducing the backlog. However, we cannot expect to cope indefinitely with 
the situation by putting in so much uncompensated overtime. It is for this 
reason that we are asking for 10 additional agents and 12 field clerk-stenographers, 
over the average positions provided for in the appropriation base. 

We are also asking for funds to provide for grade promotions for agents 
appointed in grade GS-7. These new agents are all college graduates, the 
majority of them having majored in police administration. Unless we are able 
to offer prospects of promotion after initial appointment in grade GS-7 we will 
be unable to attract men of required caliber, since this grade is below the average 
for Government investigators in general. 

In conclusion, I should like to draw a comparison between the rise in workload 
and the rise in personnel authorized for this Service. During the fiscal year 1945 
the Secret Service received 29,496 cases for investigation and at that time had 
416 employees. For the fiscal year 1951 the Secret Service received a total of 
46,343 cases and expectations are that a larger number will be received during 
this vear due to the increase in the number of Government checks to be issued. 
At the present time our average employment is 434, or an increase of 4.3 percent 
in personnel from 1945 to 1951 in comparison with an increase of 57.1 percent in 
cases received for the same period. 

Since we have reduced our backlog of pending cases it might be assumed that 
we could correspondingly reduce our personnel. However, this is not the case. 
We now have about 11,000 cases on hand, or an average of 50 per agent and this 
is far too many cases for 1 agent to handle efficiently. In my opinion, investiga- 
tors should have no more than 15 cases at the very most at any one time, taking 
into consideration the hours they must spend in preparation of reports and testify- 
ing in court. On that basis, with ovr present force, our pending case load should 
only be 3,300 to have the proper relationship to personnel. 

We are also asking for money to replace 20 automobiles and other necessary 
equipment. I am sure you will appreciate that in law-enforcement work we 
should have good automotive equipment, not only from the standpoint of safety 
but also for pursving criminals. e are not asking for additional cars, but only 
for replacement of 20 of our present cars which have traveled 60,000 miles or more. 
If the request is gr ited we will still have 25 cars in our fleet over 6 years old and 
which have traveled in excess of 60,000 miles. 


WHITE HOUSE POLICE 


The duties of the White House Police are to protect the Executive Mansion and 
grounds and to augment Secret Service agents in the physical protection of the 
President and his family while they are in residence. 

For the fiscal year 1953 we are requesting 166 White House Police officers, a 
decrease of 4 in the number for 1952. At the present time, we have 28 vacancies 
which necessitates the majority of the force working a 6-day week instead of 5 days 
as called for. 

As you are aware, our White House Police are recruited from the Metropolitan 
and Park Police forces. The only reason for our shortage in personnel is the fact 
that the Metropolitan Police Department has over 200 vacancies and cannot 
readily release men at this time. his shortage in police manpower is undoubtedly 
due to inadequate salaries. Prior to the recent increases, the entrance salary was 
$3,077.35 and now it is $3,409.71. While the entrance salary of a police officer 
should be higher, I do believe that as a result of the recent increase more oe 
may be recruited by the Metropolitan Police, in which event we may be able to fill 
our vacancies. 

There is still no definite information as to when the White House will actually be 
finished but possibly within the next couple of months or so the President will 
return and every one of the 166 positions will be needed to afford proper protection. 

When the White House is completed there will be two extra subbasements with 
many rooms which will require patroling and inspecting. 

I presume the White House will be opened to the public sometime soon during 
the present year, requiring extra policemen, and at the same time there will be 
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receptions, dinners, and other social events which require the presence of White 
House Police officers. 

This force receives constant training in small firearms, riot and sub-machine-guns, 
and a new practical pistol course which involves a moving target. In addition, 
they have continuous training in fire protection, first aid, and atomic, biological, 
and chemical warfare. 

Physical protection is most difficult to measure in the sense of manpower; how- 
ever, I am requesting only that which I am convinced is required for proper and 
adequate protection. 


UNIFORMED GUARD FORCE 


The Uniformed Guard Force is charged with the protection of the main Treasury 
Building and its annex, the main Bureau of Engraving and Printing and the 
annex, and two buildings in Chicago, and Government securities therein which 
amount to billions of dollars. 

During the fiscal year 1951, the Armored Truck Company of the Uniformed 
Force safely protected during loading, unloading, and in transit over $227 billion 
in currency, coins, bonds, stamps, and cash payrolls. 

Unfortunately, the starting salary is only $2,750 and it is most difficult to 
secure personnel at this salary when a youngster out of high school is paid a 
starting salary of $3,200 as a clerk-stenographer. Regardless, the men on this 
force work as a team, and, in my opinion, it is one of the outstanding guard 
forces. 

By direct appropriation we are asking for 129 employees which, with the 125 
requested for the Bureau of Engraving and Printing on a reimbursable basis, 
gives a total of 254 for the force. This is a reduction of 9 over last year for the 
direct appropriation. In 1942 this force had a total of 482 men and it has been 
gradually reduced for the past several years to a very minimum and if there is a 
further reduction a serious question of security could be encountered. 

Last year over 100 men voluntarily left the guard force to take positions offering 
higher salaries. It is my hope, in connection with the Treasury program of pro- 
moting employees within the Service, that with Civil Service permission I can 
hire younger men who have college degrees or will obtain degrees while working 
on the force, and after experience on the guard force they can be considered for 
promotion to special agent positions. These guards receive basic training in the 
use of small firearms, riot and submachine guns, and judo instructions, in addition 
to their other training at schools. By this promotion system I feel we can offer 
a young man an inducement to remain on the guard force as an opening to a 
worth-while career in law enforcement. 

It is requested that we be granted the 129 positions requested in order that 
responsibilities can be properly fulfilled and executed. 


1953 BUDGET. ESTIMATE AND JUSTIFICATION 


Senator Krncore. The estimates for 1953 exceed the total appropri- 
ations for 1952 by $336,000, and most of the increase is for pay costs, is 
that right? 

Mr. Bavauan. Yes. 

Senator Kirgore. I am going to ask you one question, to detail 
in one paragraph all the details of the Secret Service Division under the 
law. You can either do that now verbally or you can write it up and 
put it in the record, but I want what the law casts upon the Secret 
Service Division and the Treasury Department. You will find it in 
your general statement under justifications, and we can put it in at 
this point. 

(The information referred to is as follows:) 

According to law (18 U. 8S. C. 3056, as amended by Public Law 79, 82d Cong., 
approved July 16, 1951) the United States Secret Service, subject to the direction 
of the Secretary of the Treasury, protects the person of the President of the 
United States, members of his immediate family, the President-elect, and the 
Vice President at his request. In addition, the Secret Service is authorized to 


detect and arrest any person committing any offense against the laws of the 
United States relating to coins, obligations, and securities of the United States 
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and of foreign governments. Such offenses include the counterfeiting, altera- 
tion, or fraudulent mutilation of such coins, obligations, and securities, includ- 
ing checks, bonds, or drafts for money drawn by or upon authorized officers 
of the United States. The Secret Service is also charged with the detection 
and arrest of any person who makes or forges any form or request for transporta- 
tion drawn on the account of the United States or any department or agency 
thereof. Certain sections of the Federal laws, as specified in 18 U. 8S. C. 3056, are 
enforced by the Secret Service only so far as the Federal Deposit Insurance 
Corporation, Federal land banks, joint-stock land banks, and national farm loan 
associations are concerned. 

These statutes relate to such offenses as acceptances of loans or gratuities by 
farm credit examiners or examiners of Federal Reserve member banks insured by 
the FDIC; pee Serie forging, counterfeiting, or altering obligations of the 
FDIC, the land banks, or certain other lending agencies; embezzlement by em- 
ployees of the FDIC, land banks, and certain other credit and insurance agencies; 
misuse of the name “Federal Deposit Insurance Corporation” as a business name; 
making of false entries by employees of the FDIC, the land banks, and certain 
other lending agencies; willful overvaluation of securities in connection with 
FDIC transactions; false statements relating to mortgage sales to Federal land 
banks; false statements or overvaluations of properties and securities to influence 
action of Federal land banks, joint-stock land banks, national farm loan associa- 
tions, or certain other credit and insurance agencies in connection with applica- 
tions, purchases, and loans. In addition the Secret Service investigates tort claim 
eases involving Treasury Department personnel and property; violations of the 
Gold Reserve Act of 1934 and of the Silver Purchase Act of 1934; offenses relating 
to official matters administered by and under the direct control of the Treasury 
Department; and investigates applicants for appointment to positions in certain 
Treasury Department bureaus and agencies. 

In conjunction with its prescribed duties, the Secret Service directs the activities 
of two separate uniformed organizations—the White House Police force, which 
protects the Executive Mansion and grounds, and the Uniformed Guard force of 
the Treasury Department, which protects the currency, stamps, bonds, and other 
obligations of the United States in roduction, storage, and transit at the Bureau 
of Engraving and Printing and other Treasury Department buildings in which 
values are stored and processed. 


NEW STATUTORY RESPONSIBILITY 


Mr. BaucuMaNn. As you are aware, last year Public Law 79 gave 
us basic legislation, and if you care, that could be inserted in the record. 

Senator Kitgore. You can do that. 

(The information referred to is as follows:) 


[Pusiic Law 79—82p ConGREss| 


(CHapTER 226—lIstT Session} 
H. R. 2395 


AN ACT To amend title 18 of the United States Code, entitled ‘“‘Crimes and Criminal] Procedure,’’ to 
provide basic authority for certain activities of the United States Secret Service, and for other purposes 


Be it enacted by the Senate and House of Representatives of the United States of 
America in Congress assembled, That section 331 of title 18, United States Code, 
is amended to read as follows: 

“§ 331. Mutilation, diminution, and falsification of coins 

“Whoever fraudulently alters, defaces, mutilates, impairs, diminshes, falsifies, 
scales, or lightens any of the coins coined at the mints of the United States, or 
any foreign coins which are by law made current or are in actual use or circulation 
as money within the United States; or 

‘‘Whoever fraudulently possesses, passes, utter, ae or sells, or attempts 
to pass, utter, publish, or sell, or brings into the United States, any such coin, 
knowing the same to be altered, defaced, mutilated, impaired, diminished, falsified, 
scaled, or lightened— 

“Shall be fined not more than $2,000 or imprisoned not more than five years, 
or both.’ 
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Sec, 2. Section 475 of title 18, United States Code, is amended to read as 
follows: ; 
“8 475. Imitating obligations or securities; advertisements 

“Whoever designs, engraves, prints, makes, or executes, or utters, issues, 
distributes, circulates, or uses any business or professional card, notice, placard, 
circular, handbill, or advertisement in the likeness or similitude of any obligation 
or security of the United States issued under or authorized by any Act of Congress 
or writes, prints, or otherwise impresses upon or attaches to any such instrument, 
obligation, or security, or any coin of the United States, any business or pro- 
fessional card, notice, or advertisement, or any notice or advertisement whatever, 
shall be fined not more than $500.” 

Sec. 3. Section 489 of title 18, United States Code, is amended to read as 
follows: 
“§ 489. Making or possessing likeness of coins 

‘Whoever, within the United States, makes or brings therein from any foreign 
country, Or possesses with intent to sell, give away, or in any other manner uses 
the same, except under authority of the Secretary of the Treasury or other proper 
officer of the United States, any token, disk, or device in the likeness or similitude 
as to design, color, or the inscription thereon of any of the coins of the United 
States or of any foreign country issued as money, either under the authority of 
the United States or under the authority of any foreign government shall be 
fined not more than $100.” 

Sec. 4. Section 3056 of title 18, United States Code, is amended to read as 
follows: 
“§ 3056. Secret Service powers 

“Subject to the direction of the Secretary of the Treasury, the United States 
Secret Service, Treasury Department, is authorized to protect the person of the 
President of the United States and members of his immediate family, the President- 
elect, and the Vice President at his request; detect and arrest any person commit- 
ting any offense against the laws of the United States relating to coins, obligations, 
and securities of the United States and of foreign governments; detect and arrest 
any person violating any of the provisions of sections 508 and 509 of this title 
and, insofar as the Federal Deposit Insurance Corporation, Federal land banks, 
joint-stock land banks and national farm loan associations are concerned, of 
sections 218, 221, 433, 493, 657, 709, 1006, 1007, 1011, 1013, 1014, 1907, and 1909 
of this title; detect and arrest any person violating any laws of the United States 
directly concerning official matters administered by and under the direct control 
of the Treasury Department; execute warrants issued under the authority of the 
United States; carry firearms; offer and pay rewards for services or information 
looking toward the apprehension of criminals; and perform such other functions 
and duties as are authorized by law.” 

Sec. 5. (a) Section 201 of title 3, United States Code, is hereby repealed. 

(b) The analysis of chapter 3 of title 3, United States Code, is amended by 
striking out the item ‘201. Protection of President and family authorized.’’. 

(c) The analysis of chapter 25 of title 18, United States Code, immediately 
preceding section 471 of such title, is amended by striking out the words ‘‘; pub- 
lisher’s illustrations excepted”’ in item 489. 


Approved July 16, 1951. 


PROTECTION AND ENFORCEMENT 


Mr. Bauauman. Briefly our main duties are the protection of the 
President of the United States, suppression of counterfeiting, which 
not only includes currency and coins, but the counterfeiting of any 
Government obligation, such as checks or bonds, and the forgery of 
Government checks and bonds, violations of the Gold Reserve Act, 
Silver Purchase Act, certain violations in reference to the Federal 
Deposit Insurance Act, personnel investigations of certain Treasury 
employees, investigation of tort claims. 

Senator Kiieorr. Tort claims against the Government? 

Mr. BauauMan. Against the Government. 

Senator Kingore. With reference to the Treasury Department? 
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Mr. Baueuman. With reference to the Treasury Department. 

Senator Kitcore. I see. 

Mr. Baueuman. And other investigations which might be directed 
to us for investigation by the Secretary of the Treasury. 

Senator Kiicore. Go ahead. 

Mr. Baucuman. Do you wish me to make a very brief statement? 

Senator kincore. Yes. 


BUDGET INCREASE 


Mr. Baucuman. Mr. Chairman, for the three activities—that is, 
the Secret Service unit itself—White House Police and Guard force, 
we are asking for an appropriation of $3,933,000, a total increase of 
$336,000 over the previous fiscal year. Now of this amount $304,000 
is needed for salary increases. 

re aca Kitcgore. Those are salary increases by law, is that not 
right? 

Mr. Bavcuman. That is correct. 

Senator Kiicore. So that there is only $32,000 of the total increase 
asked that is in addition to what is required by law to maintain the 
present personnel? 

Mr. Baucuman. That is correct, sir. 

Senator Kincore. Fine. 

CASE LOAD 


Mr. Baucuman. I would just like to point out that I think the 
Secret Service has made very good progress in the past year, we have 
reduced our case load from 18,268 to 12,532 as of June 30, 1951. We 
received 46,343 cases in the past fiscal year and closed 52,079 cases. 

Senator Kircore. How did that compare to preceding years? 

Mr. Baucuman. As to the total uae of cases closed? 

Senator Kircore. To the number of cases received. Could you 
give us that, say, for 5 years? 

Mr. BaucuMan. We have averaged approximately 47,000 total 
cases received for the last 5 years. 

Senator Krrcore. What, if any, backlog do you have? 

Mr. BaucuMan. Our backlog June 30, 1950, was approximately 
18,000, which was reduced last June 30 to 12,000. This reduction was 
mainly due to a new inspection system; we had a reorganization in the 
Secret Service, and we have four inspectors who periodically inspect 
our offices with the result that in reviewing a number of these older 
cases they instructed the agents to close them out. They were the 
type of cases we might have received which were anywhere from a year 
to 3 or 4 years old. é 

The preliminary investigation indicated that there would be very 
little likelihood of getting any results. While these cases are closed 
statistically they can always be reopened in the event we are able 
to develop any suspects. 

Senator Krieore: I will ask you a question at that point. You 
never fully close a case, you keep the files and just quit working on 
that case when you find out that you cannot go any further with that, 
but the file always remains, and if something comes up at a later date 
you have the advantage of the work already accomplished on which 
to go ahead? 
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CHECK FORGERIES 


Mr. BauGumMan. That is correct. For instance, in a check-forgery 
case one of the primary purposes is to determine that the payee is 
not making a false claim. We determine that and at the same time 
try to determine a suspected forger. If we have exhausted all our 
leads, normally we will close the case. However, some time later we 
might pick up a check forger, and it develops that he was responsible 
for this check that had been previously closed out. 

In regard to counterfeiting, we do not close a counterfeit case 
until we have actually pene the actual plant, the makers, the 
principals in it. We will keep those cases open for years. As a 
matter of fact, we arrested a man in Chicago 9 or 10 months ago, 
and we had been looking for him 12 years. Finally we located him 
and captured not only ‘the plates but other paraphernalia and equip- 
ment. 

Also undoubtedly this reduction was due to the increase in per- 
sonnel we were granted last couple years and the fact that our agents 
worked 93,000 hours overtime on a voluntary basis and they received 
no compensatory time. That 93,000 hours is the equivalent of 52 
agents working a normal 8-hour day. It might interest you to know 
that the majority of the check-forgery cases are income-tax-refund 
checks; they amount to 25 percent of the total checks received; allot- 
ments, military allotment checks, 21 percent; veterans’ checks, 16 
percent; and social-security checks, 8 percent. 

Senator Kitgors. Do you have any problem of forgery of military 
pay checks, for instance? Do you have any problems of that kind 
which arise? 

Mr. BaueuMan. Yes; they are generally classed as salary checks. 
For a Government over-all picture on forged salary checks, the Govern- 
ment regularly employed salary checks amounts to only about 3 
percent of our total. 

Senator Kingorr. How about the statute of limitations? 

Mr. BaucuMan. Three years. 

Senator Kr,gorr. You cannot prosecute after 3 years? 

Mr. Baueuman. That is right. 

Senator Kiieorr. Do you lose many cases because of that? 

Mr. Baveuman. No; I would say it would be very rare. 

Senator Kttaors. It is very rare that you lose a case? 

Mr. BaucuMan. Yes. 

Senator Kitcore. I want to ask you something else. Do you 
anticipate an increased problem due to what we call the punch-card 
check system that has come so heavily into vogue? I notice the pre- 
vious percentage of forgery cases came from income-tax refunds; is 
that right? 

Mr. Baueuman. That is right. 

Senator Kiieorsn. Is that caused by the use of these punch-card 
checks? Do you think that contributes to it in any way? 

Mr. Baveuman. The punch card? 

Senator Kitcgorre. You know, instead of using paper checks in 
those refunds they use a piece of cardboard which they can run through 
& machine which is commercially printed for them rather than pre- 
pared in our own Bureau of Engraving and Printing? 

Mr. Baveuman. They are what we refer to as the IBM checks. 
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Senator Kircore. IBM checks. Has that increased any load as a 
result of that feature? 

Mr. Baveuman. No; not that type of check. Regardless of 
whether it is on paper or cardboard we have received on an average the 
same number of forgeries. 

Senator Kitcore. Another question there. Is it not a fact that a 
great number of these forgeries of that type are what might be called 
within a family? Some member of the family gets hold of the check 
and forges the signature? 

Mr. BaueuMman. There is quite a number where a family is in- 
volved, but usually they are adjusted, the payee withdraws claims, and 
there is no criminal action. But today we have the problem of multi- 

le check thieves and forgers. They are constantly stealing from mail- 
xes and 59 percent of our checks that we receive for investigation— 
that is, forged checks—were stolen from the mails last year. 


COOPERATION WITH POSTAL INSPECTORS 


Senator Kitgore. What cooperation, liaison, do you have there 
with the postal inspectors on that work? 

Mr. Baucuman. We work very closely with the post-office inspec- 
tors because naturally they are interested. 

Senator Kincorr. When they discover a thing of that kind do 
you carry through to completion the investigation as to the forgery 
or what part do they do? 

Mr. BaueuMan. Our jurisdiction pertains to the forgery and theirs 
to the theft from the mails. I might explain to you that we have a 
system with the post-office inspectors that as soon as we receive a 
forged check we immediately send a copy to them. If they have any 
information they will send us a report or advise us and vice versa to 
avoid duplication. Then on other occasions we will work with them 
closely by going out in the mornings and covering certain areas where 
we have had a lot of trouble—where there has been theft. 

Senator Kiigore. In other words, there is no duplication of effort 
between the two services? 

Mr. BaucuMan. No, very slightly if any. 

Senator Kriugorr. The work accomplished by them is available to 
you and vice versa? 

Mr. Baucuaan. That is correct. 

Senator Kiitcors. So that you can build a structure from two 

_agencies working together, is that right? 

Mr. BauauMan. That is very true. 

Senator Kitcorsr. Any questions, Senator Ecton, along that line? 

Senator Ecron. A lot of these cases do not come to light probably 
until the recipient fails to receive his check after it is mailed to him, is 
that not true? 

Mr. BavauMan. That is true. That is our biggest problem. We 
receive them sometimes a year or longer after the actual forgery. 
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Senator Ecron. I notice that since I have been down here I have . 


had people write in about Government checks that they thought 
were due them, and some of them would find out when we got into 
the investigation of them that they had been mailed out months before, 
and they never did get them. 

Mr. BaucuMan. That is the biggest problem with income-tax 
refunds. Sometimes that person might not necessarily expect a 
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check, and it passes from hand to hand, and finally some dishonest 
person might receive it; forge and cash it. 

Senator Kiitcore. I want to ask a question along that line that 
goes into the veteran situation. You know the Government insurance, 
what we call veterans insurance, have adopted a policy on dividends 
where they simply mail a check with the dividend to the policyholder 
at the appropriate date, and he can thereupon either endorse that 
check and send it back with his premium or he can cash it. Do you 
have much trouble with that sort of thing? 

Mr. Baucuman. Very little. 

Senator Kincore. The reason I am asking is that that does save a 
lot of money as compared to the commercial companies’ method of 
sending out to the policyholder a notice stating‘what is due. ‘What 
do you want us to do with this money?”” Then they have the policy- 
holder send the card back and he informs them either to credit the 
policy or send him a check. It does save the insurance people a 
tremendous volume of paper work and a tremendous amount of 
mailing out. I just wondered if it entailed a lot of extra expense on 
the part of the Secret Service to trail it down. If it is not too heavy 
it does entail great savings. 

Mr. BaueuMan. We have had practically no trouble in that regard. 

Senator Kitcore. You usually find out about these check forgeries 
and check thefts and things when you get a claim in from somebody 
who has not received a check, is that right? 

Mr. Baveman. That is right. They submit an affidavit and then 
it is referred to us. 

Senator Kincore. In order to get a duplicate check they have to 
give you a bond? 

Mr. Baucuman. No. 

Senator Kitcors. It used to be that you had to give a bond. 

Mr. BauauMan. You can, while waiting for the duplicate check, 
submit a bond, and that will normally expedite the delivery of the 
duplicate check. But the normal procedure is that we investigate 
and try and determine as soon as possible whether or not the payee 
is making a false claim. If not, then we submit what we call a settle- 
ment report even though the case has not been closed, and there is 
still investigation to be made, but we submit this settlement report 
so that the payee can receive a duplicate check. 

Mr. Taytor. Mr. Chairman, you asked that we submit a compara- 
tive case-load statement for the past 5 years. I would like to call 
your attention to the fact that page 256 of the justification gives a 
comparative statement from 1948 to 1951. 

Senator Kingore. Mr. Merrick had called my attention to it and 
that is why I stopped asking questions about it. If you care to we 
will put that in the record at this point. 





PROTECTION OF THE PRESIDENT 





Mr. Taytor. Also on page 260 we have the Presidential protection 
cases list. 
Senator Kitgore. I wonder, however, if you could bring it up to 
date for the first 7 months of 1952? 
Mr. Taytor. Yes, sir; we will do that. 
(The information referred to is as follows:) 
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Comparative statement—Check, bond, counterfeiting, Presidential protection and 
other criminal and noncriminal cases for the fiscal years 1948 to 1952 


CASES PENDING AT BEGINNING OF FISCAL YEAR 











Pending 
1948 1949 1950 1951 1952 Jan. 31, 
1952 
Check cases... ...........:--.- 6, 029 10, 488 11, 221 14, 373 9, 009 7, 254 
A IRE Se ese 6, 125 4, 970 3,177 3, 019 2, 425 1,779 
Counterfeiting---_-..........- 149 178 352 223 241 
Presidential protection ____-- -_ 130 127 211 199 406 130 
Other criminal and non- 

Gineees : 222 cS 359 419 434 325 469 390 
Sait s ticeieenti ee 12, 972 16, 182 15, 342 18, 268 12, 532 9, 794 





CASES RECEIVED DURING FISCAL YEAR 




















July 1, 1951, 

| 1948 1949 | 1950 1951 to Jan. 31, 

| | 1952 
Chia deli? FOS 2 To | 92,.283| 34,100} 38, 207 82, 738 14, 862 
RUNES. cits sects. iu caadee 11, 019 7,312 6, 004 5, 975 2, 310 
CN  cincveccte anon anaes | 523 781 1, 681 1, 134 745 
Presidential protection. -__-.............-- } 2,614 1, 925 2, 598 8, 629 1, 807 
Other criminal and noncriminal. _-_._...--- | 2, 392 2, 101 1, 936 2, 867 1, 748 

Metehass ciricihed deka sds | 48, 831 46, 279 45, 430 46, 343 . 21,472 
CASES CLOSED DURING FISCAL YEAR 

= a 7 

toa 1, t96i, 

| 1948 | 1949 1950 1951 
-_——— _ err | r | rer etre 
CRinet OURO 5 Sas candle inn es heiielewnne® | 28, 004 33, 427 30, 059 38, 102 16, 617 
ED en papier s cobain sce cake chee 12,174 9, 105 6, 162 6, 569 2, 
CSUN ce 404 660 1, 628 1, 23 727 
Presidential protection __ ._..........-.---. | 2, 617 1, 841 2, 610 3, 422 2, 083 
Other criminal and noncriminal- ---------- 2, 332 2, 086 2, 723 1, 827 

EMI co. <=. neta dibins sca citings iedadglieae tase | 45, 621 47,119 42, 504 52, 079 24, 210 











THREATS AGAINST PRESIDENT 


Senator Kitcore. By the way, do you have much load of that sort 
of stuff, protection work with reference to the President in the way 
of threatening letters? 

Mr. BauGuMAN. Last year we received 3,629 cases in comparison 
to 2,598 for the previous year. That was due entirely to certain 
controversial issues. For the first 7 months of this year we have 
received 1,807. So it is running just a fraction less than the past year. 

Senator Kitgore. Do you not also have a case load, and have you 
not always had a case load no matter who was President? 

Mr. Baucuman. That is true. I believe the highest peak was 
during the early days of World War II, 1942 and 1943. As a matter 
of information, just because a person writes in or complains because of 
something they are not referred to us nor do we investigate them. 

Senator Krugorre. What is that? 

Mr. BauGHMAN. Just because a person writes what appears to be a 
critical letter we are not necessarily referred those letters. We only 
handle cases where there is a veiled threat, or a real threat, and there 
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is a possibility that person has intentions to do some harm. In 
investigating that type of person in a number of instances, we find 
that such persons will write in a fit of anger, and they would not 
necessarily do anything serious. Nevertheless, we feel we have to 
investigate them because if that particular person, say, were to do some 
harm later we would have been very negligent. At all times we 
consider the rights of the citizen as far as freedom of speech or ex- 
pression is concerned, and realize they are entitled to write to any 
Government official. Under no circumstances do we try to suppress 
anyone from writing. 

Senator Kircorn. On the question of the protection of the President 
I notice you are asking for $7,962 more this year than last year’s 
appropriation. What is the occasion of that? Is that pay increases? 

Mr. Bauaumay. Is that in connection with the agents? 

Senator Kiicorz. Protection of the President. 

Mr. Bavucuman. That is in connection with salary increases. 

Senator Kircorr. That is salary increases? 

Mr. BAuGHMAN. Yes, sir. 

Senator Kitcorer. Not increasing the number of positions? 
Mr. Bavauman. No, sir. 
Senator Kircorr. Go ahead. 


COUNTERFEITING INVESTIGATIONS 





Mr. Bauenan. I thought I would briefly dwell on the subject of 
counterfeiting. Last year we received $1,430,000, which was an 
increase of $150,000 over the previous year or 11 percent. 

Now further, out of this amount $512,000 was passed on the public 
during 1951 and the Secret Service seized $918,000. Recently we 
captured a gang in Chicago and that particular group. had been re- 
sponsible for circulation of counterfeit bills for the last 4 years. In 
fact, the bills issued from Chicago were passed all over the country. 
It was an important case to us, and I feel that with the arrest of this 
group it will help us materially in suppressing counterfeiting. 

As a matter of fact, in the last 7 months we have captured 10 
counterfeiting plants throughout the country. As matters stand 
no'v, there are two counterfeit plants in operation, but they are more 
or less of a minor nature as far as wide distribution is concerned, and 
are not Nation-wide. 


FUNDS FOR PURCHASE OF EVIDENCE 





Senator Kincorsr. I notice in your request you have one item 
marked “‘yvouchers” for $15,000 which is the same as last year. That 
of course is for procurement of evidence, is that right? 

Mr. BauacuMan. Yes. 

Senator Kingore. In other words, you think $15,000 is adequate 
for that? 

Mr. Bauveuman. Frankly, I am not asking for it, but I could use 
more as long as you ask me. 

Senator Kirgore. How much have you spent already this year? 

Mr. Bauguman. As of December 31, Mr. Taylor can correct me, I 
think we spent about $7,500. 

Mr. Taytor. That is correct. 
94650—52——18 






















272 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


Mr. BauGcuMan. I know we are just about keeping even throughout 
the year. Just as a matter of illustration, a few months in New 
York we were successful in buying $100,000 in counterfeit bills. Prior 
to buying that counterfeit money we spent several hundred dollars in 
“building it up.”’ The confidential fund increased from $10,000 
to $15,000 last year. If we did not have that extra $5,000 I doubt 
if we could have spent that money as we did with the result that we 
might not have been able to ‘build up” this purchase. 

Senator Kitgore. How much did you lose out of purchase money 
for the counterfeit $100,000? 

Mr. BaueumMan. As a matter of fact, we did not lose any of the 
purchase money. We only lost the couple hundred in our preliminary 
work in making contact with the suspect. 

Senator Kircorr. What did the green-goods salesmen charge for 
money like that? 

Mr. Bauauman. This group in Chicago who were closely connected 
to the plant were selling to an agent of ours at $7 for $100. When 
you get around that price of $5 or $7 for $100 you are close to the plant. 
A person that would buy it at that rate would sell it to another 
distributor at $15 or $20 for $100. 

Senator Kitcorr. What bills? 

Mr. BauGauMan. Fives, tens, and twenties. 

Senator Kincore. There is not much counterfeiting of $1 bills? 

Mr. Baueuman. We have not received any for 5 or 6 years. 

Senator Kitcorre. How about twos? 

Mr. Baueuoan. No. 

Senator Kitcorn. Is there any counterfeiting of the bigger bills, 
such as 50’s or 100’s? 


FOREIGN COUNTERFEITING 


Mr. Baucuman. We have units ranging from $50 to, in a few in- 
stances, $1,000, but mostly they have been counterfeited in foreign 
countries. 

Senator Kitcorn. That is what I was getting around to, how much 
trouble you have with foreign counterfeiting of our money. 

Mr. BauGcuMan. Approximately 8 or 9 months ago the French 
police captured a counterfeit plant in Paris. At that time these 
people were counterfeiting the French currency formerly the American 
dollar. With the arrest of that group unless something unforeseen 
develops I believe the counterfeiting of the American dollar abroad 
has been practically stopped. That amount that we are receiving 
from abroad is gradually being reduced. 


PAY INCREASES 


Mr. Chairman, Mr. Taylor called my attention to one thing that 
I was inerror. I believe you asked the question whether the increase 
of $7,962 for the protection of the President was for pay increases. 
Actually that $7,962 is for the promotion of 12 GS-7 agents to GS-9 
agents. 

Senator Kitgorn. The promotion is an automatic promotion and 
the pay increase is an automatic increase? 

Mr. Baueuman. The pay increases but not the promotions. We 
hire these agents at grade 7, and I might say we have some very good 
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agents. Naturally to retain them we do have to give them an induce- 
ment and eventually promote them. That is why we asked for this 
promotion money. The pay increase is $49,190, and tis promotion 
is $7,962; $162 of that is pay in excess of the 52-week base. 

Senator Krucore. I see. In other words, you have down here in 
the justification defined that very carefully? 

Mr. Taytor. Yes. 

Senator Kitcore. That pay increase over the excess of the 52-week 
base, is that occasioned by the fact that this isaleap year? You have 
something over 52 weeks in this year? 

Mr. Taytor. One day. 

Senator Kiicore. That is the point I am getting at. 

Mr. Taytor. Normally there are 260 working days in a fiscal year. 

Senator Kitcors. And you have 261 this year as against 260 last 

ear? 
_ Mr. Taytor. We already have in the base 1 day’s pay in excess of 
the 52-week base because that condition also existed in 1952. The 
amount of $162 is merely the increase that is due to the increased basic 
salary costs for 1953 over 1952. 

Senator Ecron. Mr. Baughman, did the Budget Bureau grant all 
that you requested? 

Mr. Baucuman. No; they did reduce us by a certain amount. It 
has been some time ago, and I forget just exactly what it was. Per- 
haps Mr. Taylor might recall it. 


APPROPRIATIONS REDUCED BY BUDGET BUREAU 


Mr. Taytor. Reductions made by the Bureau of the Budget are 
as follows: 


Salaries and expenses, Secret Service Division 


Original request for fiscal year 1953 u 
Pay increase (Public Law 201) 204, 600 


Total request (1953) 2, 904, 600 
Reductions: 
Personal services: 

Within-grade promotions $43, 911 

Common services (payroll) ....-.__..--.------ sian tn >, Bagh 

Estimated savings due to reduction in annual 
eve Tr 0 RAW woes! ee oe euade 36, 000 

Pay increase (Public Law 201) 

Other (rounding) 


Total personal services 
Travel 


Transportation: 
Transfer of agents 
Freight on new cars (20) 
Total transportation 
Other contractual services: Maintenance of cars 
Equipment: 
Reduction from 40 to 20 cars and radio equipment. 39, 396 
Rounding figure 
Total reductions 


Allowance by Bureau of the Budget 2, 770, 000 
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Salaries and expenses, White House Police 


Grinindr reese Fer FOGG en ee er ee ere $640, 000 
Pay: tncvedae (Palme $a O00) #256 esor ss ORR AL 66, 862 
Total request (1953). _.....--.....--- wii iadi Mics a tanaahe ie ae 706, 862 
Reductions: : 
Pay increase (Public Law 207) --._.__---_-- ieee eee $2, 862 
Estimated savings due to reduction in annual leave (Public 
IWR iain Sot hids eis Sees he see g-Sa lS ioe 6, 000 
Total reductions_____ SSLUEAIE: aes th mete Medea athe mph a cane rae 8, 862 
Allowance by Bureau of the Budget (1953). ___.___-___-__. 698, 000 
Salaries and expenses, Guard Force 
Original. request for: 1958.2. 20... so ee el rig SL 450, 000 
Pua Ree Gr ee SHON Es 6 ik eo he keene .--- 43,000 
Total request iin 0 Ea the-~- 4 da tedkle nei mwigl aie cig tan aebielsabedwelde 493, 000 
Reductions: 
Pay increase (Public Law 201). -........-_..2..-..--.. $4,000 
OS bien ics Sn Stas es ec gh EOE Et 20, 000 
Estimated savings due to reduction in annual leave (Public 
papi il ease ek gy a pip ceenatiy:. nap etynBepape meee pas 4, 000 
Total weaactone 2. 25k SESS SS Oo ce Si. CA ee 
Allowance by Bureau of the Budget___.._-+_-___- i Pais 465, 000 


REPLACEMENT OF AUTOMOBILES 


Senator Ecron. Twenty replacement vehicles, will that do the job 
in a satisfactory manner? 

Mr. Baueuman. I believe we can get by with that for this year’ 
We have a fleet of about 193 cars. These cars, about 45 of them, are 
now over 6 years old or have 60,000 miles or over. Of course, in my 
opinion it is mere economical to trade in these old cars instead of 
having constant repairs made to them. In addition we feel that we 
need cars in A-1 shape because of pursuing criminals. However, 
with the 20 that have been added we will just make the best of it and 
at the same time try to take care of the older cars as well as possible. 

Senator Ecron. How many did you exchange last year? 

Mr. Baucuman. Thirty-five. They were replacements. These 
are not additional cars, they are strictly replacements. 

Senator Ecron. Your reduction in annual leave has been figured 
in this over-all request, has it not? : 

Mr. BauauMan. As I understand it, it is some formula that the 
Bureau of the Budget based its reduction on. 

Senator Kircorr. Anything further, Senator Ecton? 

Senator Ecron. No. 

Senator Kitcore. Could you gentlemen please furnish for the 
committee a table showing the average cost of a car in its first year 
of service, in its second year of service, its third year, its fourth, fifth, 
sixth, and if you have any 7 years in service, its seventh year, for 
repairs and maintenance? 

Mr. BauGHMAN. Yes; we would be glad to furnish that, Mr. Chair- 
man. 

Senator Kitcore. Thank you. By the way, to get that in, is it a 
fact that your cars are what we call the small-car type such as Ford, 
Chevrolet, Plymouth, and six-cylinder Pontiacs? 

Mr. BavecuMan. Yes, they are the small type of car. 
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Senator Kitrcore. That information will appear in the record at 
this point. 
(This information referred to is as follows:) 


Table of automobiles as of Jan. 31, 1952 





Model year 


Average cost per car of repairs and maintenance 
First year asia tie ile oa kas dela ate 
ia i eae lee ed a es wena ie eat “e 


Sn Ne a ie i ie gers ‘ 
WRI cc a oe en tee ee et De 4 146. 
SURG eS od asl SU Bh: UBS. Sie Ta. 222 F.1960-.49 
: ! The sixth year average cost is based on an actual cost for 7 months of $114.62 extended to a 12 months’ 
basis. 


The above figures are exclusive of operating, storage, and tire and tube expense 
Average yearly mileage per car based on a 5-year period—11,529 miles. 


STATUTORY LIMIT ON AUTOMOBILE PURCHASE 


Senator Kiircorr. What is the statutory limit on the purchase of 
cars? 

Mr. BauGHMAN, $1,400. 

Senator Krucorn. Will you tell us your experience in attempting 
to purchase cars as to whether you are getting automobiles within the 
statutory limitation? 

Mr. BaucuMan. We have found that we can only get the smaller 
car, the six-cylinder type, because of the increased rates or charges 
on the so-called larger types of automobiles and of course there has 
been an increase in the smaller types. We are asking for $1,000 for 
oa car, hoping to realize $400 on the trade-in which covers the cost 
of $1,400. 

Senator Kitcore. Are you able to buy a completely equipped car 
with necessary heater and spare tire at $1,400? 

Mr. BaucumMan. Yes; this last set of cars will cost us $1,392, and 
that includes the spare tire and a heater, no other accessories. 

Senator Kitcore. Anything further, Senator Ecton? 

Senator Ecron. I just wondered if the increase that the OPS 
allowed the manufacturers on a lot of those automobiles made it 
more difficult for you. 

Mr. Baveuman. We have to pay that increase, yes; although I 
understand that with this last lot of cars we got in under the wire 
before the increase. 

Senator Ecron. That helped? 

Mr. Baueuman. Yes. Next year it will be a different story. 

Senator Kitcorre. Then what we are budgeting now, that price 
increase will hit you on that, on the 20 cars you are asking for? 

Mr. Baucuman. Yes. It is going to be a big question if we are 
going to get the type of car that we would like to have with the mini- 
mum specifications. 

ee Kiiegore. Are there any other summaries you want to 
make? 
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AGENTS IN GENERAL FIELD INVESTIGATIONS 


Mr. Baucuman. I think I have covered it generally. I would just 
like to point out that we have 220 agents in the field for general investi- 
gative work to cover the average of 47,000 cases received. At the end 
of January 31, we had 9,794 cases or an average of 44 cases per agent. 
I say sincerely that is too many cases per agent, even though we have 
reduced our case load. I hope to continue to try and reduce it. In 
my opinion an average case load per agent should be at the most 15 
cases on hand, which would be around 3,500 cases. With our present 
personnel that should be our normal case load—that,is, the pending 
cases. I do ask your sincere consideration that we be permitted to 
retain our present force so that,we can continue to reduce this case load. 


SALARIES AND EXPENSES 


Senator Kitcorn. Now at this point of the record we will insert 
the summary statement and justifications filed in support of the 
appropriation for salaries aa expenses, Secret Service Division. 
Your justifications show a request for $2,770,000 for 1953 as com- 
pared to $2,500,000 appropriated for 1952, which of course does not 
include funds needed to offset the increased pay costs or an increase of 
$270,000 for 1953. 

Now I wish you would take that summary there and just explain 
the various phases that make up the $270,000. 

(The justification referred to is as follows:) 


SALARIES AND Expenses, Secret Service Division 


Standard classification schedule 











Increase +} 

Appropria- | Appropria- | decrease (—) 
tion estimate, |tion estimate, |1953 estima 
1952 1953 over 1952 
estimate 





Total number permanent positions___................-..----- 
Average number of all employvees_._............-..--...------ 


S& 
é 


ORJECT OF EXPENDITURE 


Personal services: 
Departmental: 
Ne nen ee a aa acmebie 


$154, 120 $167, 680 $13, 560 
Regular pay in excess of 52-week base_...........-..-- 592 592 


168, 272 13, 560 








Field 
i RO ee 2, 132, 439 253, 639 
Regular pay in excess of 52-week base _...............- , 851 623 
Payment avove basic rates... .....-.........<........ 28, 028 2, 548 
PP ON inhi Shh lh 5 alice hae 2, 168, 318 256, 810 
ital peienel wees. 5S. i SS Sacchi dies 2, 336, 590 270, 370 
MUONS SCAN ate te oe cores ck la che wnchnmlmeceeekudee 238, 250 22, 250 
ORR: NG i ce nic ok couinbckwtnn baboaen 15, 400 — 2, 250 
ee ETT EO a WO hi ceckiawdecs 
ES BI ins sis Sos tcc ncn cndecsseaqees BD Eastern wad amide ats 
Other comtiavunal aaremes. ock o. o2b  e yh | bees eee 
Supplies and materials SERIO 2 oe cen nkounas 
Eauipment...-.......... 23, 560 — 20, 370 
Taxes and assessments 3 BERS 5s rence eptian 
TINIE re Stith aunt Secon bnpidd et Wecsaded wees OMY Bias .5 tniien ects 
Total appropriation or estimate 2, 770, 000 270, 000 


! Does not include $172,000 for anticipated supplemental for 1952 to cover cost of authorized pay increases. 


Son el eke eee 
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Analysis of appropriation base for fiscal year 195 


Regular appropriation, 1952 act 
Supplemental appropriation for 1952 


Total appropriation, 1952 
Reductions: 
1. Suppressing counterfeiting and investigating check 
and bond forgeries 
2. General administrative services._..............- 


Additions: 
1. Suppressing counterfeiting and investigating check 
and bond forgeries 
2. General administrative services _ _. 
3. Executive direction 


Adjustment in base (net) 


Appropriation base for 1953 
Increase over appropriation base for 1953 


Appropriation estimate for 1953 
Increase from total appropriation, 1952____._____-_- 


+185, 


1953 


277 


3 


660 


+114, 517 


2, 614, 517 
155, 483 


___ 2.770, 000 
+270, 000 


1 Does not include anticipated supplemental for 1952 in the amount of $172,000 to cover cost of authorized 


pay increases. 


Comparison of appropriation base with appropriation estimate for 1953 





Appropriation base | Appropriation esti- 
for 1953 mate for 1953 


Activity - 
verage 
posi- 
tions 


AV erage, 
posi- | 
tions 


Amount Amount 


1. Suppressing counterfeiting and investi- 
gating check and bond forgeries 
2. General administrative services. -_...-- 


3. Executive direction 


375 
31 
5 


2, 438, 920 
132, 533 
43, 064 

411 | 2,614,517 

23 | 114.517 


397 $2. 
31 


5 | 


, 594, 403 
132, 533 


Increase over appropriation base - - 433 | 


Adjustment to base 


Total appropriation 1952, and ap- 


propriation estimate for 1953 - - ... 434 | 12, 500, 000 





2, 770, 000 


1 Does not include anticipated supplemental for 1952 in the amount of $172,000 to co 
pay increases. 


Activity No. 1—Summary by object class 


Appropria- 
tion 


Personal services 


Tramapertition of things 
Communication services 
Printing and reproduction 
Other contractual services 
Supplies and materials 
Equipment 

Taxes and assessments 
Unvouchered 


1 See the following: 
Personal services: 


10s 
12¢ erk-stenographers, Gs-4 
Promotion money for 52 GS-7 agents to GS-9 agents 


Pay in excess of 52-week base 


Net increase in personal services 


43, 064 


Estimate, 
1953 


$2, 168, 318 
236, 
15, 400 

29, 875 

050 


Increase or 
decrease 


! 
Average 


posi- Amount 


+155, 483 
+114, 517 


22 
—23 





—I +270, 000 


ver cost of authorized 


Increase 


! $107, 173 
5, 650 
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Comparative statement-check, bond, counterfeiting, presidential protection, and other 
criminal and noncriminal cases for the fiscal years 1948-53 





Estimate. | estimate, 
1948 1949 1950 1951 1952 ° 1953 


Cases pending beginning of fiscal year: 

















ORE CRINGE 8 is sn behscddens 6, 209 10, 488 11, 221 
EE Ei meters tiny apa mina nee a 6, 125 4, 970 3,177 
Cpe oS is oz62 J 149 178 299 
Presidential protection cases ea 130 127 211 
Other criminal and noncriminal___---- 359 419 
scars Sulbicc tan ie ates eee 12, 972 16, 182 15, 342 
Cases received during fiscal year: r 
Check cases...--- Ldebey tn a stk yacbas 32, 283 34, 160 33, 211 
ID iil onto waite anasce inies 11, 019 7,312 6, 004 
SE nn Ss 523 781 1, 681 
Presidential protection... _-.___.....-- 2, 614 1, 925 2, 598 
Other criminal and noncriminal.... _-- 2, 392 2, 101 1, 936 
aes aw eter ween edna | 48,831 | 46,270 | 45, 430 
Cases closed during fiscal year: | 7% , 
CS a io asc e dee | 28,004 33, 427 30, 059 
OE OS os Sco. 5. cae hcadudvandas | 12, 174 9, 105 6, 162 
Counterfeiting -___- i ucedeak badide ssl 494 660 1, 628 
Presidential protection__.............. 2, 617 1, 841 2, 610 
Other criminal and noncriminal.__.. -- 2, 332 2, 086 2, 045 
Di ciud hutcensanecoeiaatuacee | 45, 621 47,119 42, 504 
Activity No. 2.—Summary by object class 
Appropriation | Estimate, 1953 
Pp AE WIRE ee on oe CR ok SS, oe eke $126, 708 $126, 708 
a A a re eS 2 a eT 100 100 
CEORTION DAE INOR. aun net eiek ba itn dt iesen des adelenasa ax 2, 125 2, 125 
Printing and reproduction ES ctvouts side cakauctniasaadesin aes 950 950 
ar en Bere a ek SSS. Se ks AA... oun en ceca node 850 850 
IN Ie Soin i ik in no he bee eds cen icccaunncsuaad 1,800 1, 800 
Tote ODN ns. 5 sss ess Soe. eee eae denen cee 132, 533 132, 533 
Activity No. 3.—Summary by object. class 
Appropriation | estimate, 1953 
I a i ie aces a hn edie hielo | $41, 564 $41, 564 
BOC Gide ddndgntncd honcetas dnnennahstsiccs steiks woktandedibns 1, 500 1, 500 
wo 


EE WIRE 6 i ida a Ra Alas Ce ccscnbucnlesddpescedece 43, 064 43, 064 


BUDGET INCREASES 


Mr. Baueuman. Personal services, there is an increase in personal 
services of $270,370. Travel is increased $22,250. 

Senator Kincore. Just a minute. I realize that without the ability 
to get around over the country you cannot investigate cases, is that 
not correct? 

Mr. Baveuman. That is true. 

Senator Kirgorr. Do you think that $22,250 will be enough to 
take care of the necessary increases in cost of travel? You must 
realize, of course, for instance on rail that rail costs have gone up. 
Furthermore, gasoline costs have gone up. 
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ADVANCED TRAINING SCHOOL PROPOSED 


Mr. Baueuman. They have gone up considerably. As a matter 
of fact, talking about costs, the costs of storage of automobiles and 
repairs has tremendously increased, and for the first 6 months we 
have overspent on those items. In regard to traveling, I might 
explain further, Mr. Chairman, that the majority of this extra money 
requested for traveling, is to bring agents here to Washington. I am 
planning on having an advanced training school for Sécret Service 
agents. That will cover detection of counterfeit money, Presidential 
protection, and other matters on which we specialize, and we have 
secured a number of new agents in the last couple of years, and I 
want to give them the benefit of that training. 

Senator Kitgore. In other words, to make your field force more 
efficient you want to bring all your new agents back in here to give 
them some additional training to bring them up on a par with your 
old agents? 

Mr. BaueuMan. That is true. 

Senator Kricore. You plan to do that this coming year? 

Mr. BauGHMaNn. Yes, sir. 

Senator Kitcore. That is part of this traveling cost? 

Mr. BavuGuMan. Yes, sir. 


PER DIEM TRAVEL PAY 


Senator Kitcorr. What do they get per day for expenses? 

Mr. BauGHMAN. $9 per diem. 

Senator Krigore. Is that true in Washington? 

Mr. BaueuMan. Not if they are at a post of duty, sir. 

Senator Krigore. I mean, when they are in Washington attending 
this school, for instance? 

Mr. Bauauman. Yes; if they are from out of town they will receive 
$9 per day. 

Senator Kitcore. Pretty close living? 

Mr. BaveuMan. It is. We have had cases where our agents in 
connection with the Presidential travel have had to spend from $6 
to $9 a day onaroom. They still have to buy their own meals. 

Senator Kirgore. Would you repeat that, please? 

Mr. Baueuman. While we are allowed $9 per day we have had 
cases where our agents assigned to Presidential protection have had 
to stay at certain hotels, and they have paid from $6 to $8 and $9 a 
day for a room alone and then they still have to buy their own meals 
and take care of tips and other incidentals in connection with travel, 
and they are not compensated in any way above the $9. 


SALARY SCALES 


Senator Kiteore. Incidentally, if they are new agents they are 
grade 7? 

Mr. Bavaeuman. They are grade 7, yes, $4,200. 

Senator Kingorr. How does that compare with the starting grade 
of the FBI set-up? 

Mr. BaveuMan. I am not quite certain, I believe the FBI starts 
in either grade 9 or grade 10. 
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Senator Kiteorr. How about Narcotics and Customs? 

Mr. Baucuman. Narcotics and Customs, in the Treasury, starting 
grade generally is 7, the same as the Secret Service. 

Senator Kiucore. I know the Chief of the Narcotics Bureau one 
time referred to the FBI as aristocrats. 


TRAINING SCHOOLS 


You think you could get by with that $22,250 with carrying on 
your training school? 
Mr. BaveuMan. I think so. 


BUDGET DECREASES AND INCREASES 


Senator Kircore. I would like to have you explain the other items 
that make up that amount of money. 

Mr. Baveuman. Of the $270,000? 

Senator Kitgore. Yes. 

Mr. Baucuman. Of course there is a reduction of $20,370 in equip- 
ment, that is, the reduction mainly in automobiles, last year 35 cars 
and this year 20. Out of that $270,000 actually $201,000 is for pay 
increases authorized by Public Law 201. The other additions are the 
a to meet the anticipated increase in check and bond work- 

oad and the promotion of a total of 52 agents from grade 7 to grade 9. 

Formerly you mentioned the 12 agents assigned to Presidential 
work. The other 40 are assigned to field work at this time. 

Senator Kitcore. That is absolutely necessary to keep morale up? 

Mr. Baucuman. It is in these times and with the conditions that 
we have it is necessary. 

I do want to say that we have gotten some very high caliber agents, 
graduates of police schools, and college graduates. We have had the 
majority of them now a year or a little longer. It is going to take us 
4 or 5 years to develop them into good investigators, and I think it 
would be to the advantage of the country as a whole if we could re- 
tain and keep these agents and give them some encouragement in 
salary increase. 

GRADE PROMOTIONS 


Senator Ecron. I just wanted to ask, Mr. Chairman, how long does 
a new agent have to be on the job before he gets an automatic promo- 
tion? 

Mr. BaucuMan. At least a year. 

Senator Ecron. That move, is it automatic or does he have to do 
exceptional service and get a recommendation? 

Mr. BaucuMan. No; it is my understanding in our category they 
have to be in at least one full year, before they can receive a one grade 
increase. Now there are some exceptions under certain civil-service 
rules that I am not too clear on. I think there is some exception with 
the clerks, that in 6 months they can be promoted a full grade. 

’ Senator Kiicore. On clerical promotions you are limited to one- 
grade promotion, are you not? 

Mr. Bavcuman. That is correct. 

Senator Kitcorr. But you can in the Enforcement Section give a 
two-grade jump? 
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Mr. BavueuMan. Yes; but as I understand it if you promote an 
agent from 7 to 8 you have to wait a full year while he is in that grade 
8 to promote him to 9. However, you can promote him from 7 to 
9—if you have the money. 

Senator Kitcorr. Now what about the language change we have 
in the bill? In other words, the question of salaries and expenses, I 
mean. 

Mr. BavucuMan. Public Law 79 gave us basic legislation, and that 
was the reason for changing the language and reducing it. 


SALARIES AND EXPENSES, WHITE HOUSE POLICE 


Senator Kiigore. I see. Now the record will show at this point 
the appropriation summary statements and the justifications filed in 
support of the appropriation for salaries and expenses, White House 
Police. Your 1953 estimate is $698,000 as compared to $647,000 
appropriated for 1952, which does not include $42,000 estimated 
supplemental to cover pay costs, or an increase of $51,000. I wish 
you would explain to the committee the reason for the $51,000 increase. 
I observe, too, that your average personnel strength for 1953 is 166 as 
compared to 170 for 1952, or a decrease of four positions. What 
brings that about? 

(The justification referred to is as follows:) 


Explanation of increase 
Personal services: 
Addition: Pay increase authorized by Public Law 207_.._.._._____ $64, 000 
Reductions (4 positions): 
Estimated savings due to reduction in annual leave 
(eHt (ee PONT. beak toa he coe eke a oe. . ee Oee 
Estimated savings to be accomplished through reduc- 
wons in personal sarviede. So Ne. 7, 000 
——— 13,000 


Net increase in personal services___..._.......----.- 2. 51,000 


Secret Service Division, SALARIES AND Expenses, Wuite House Potice 


Standard classification schedule 





| Increase (+) 
or 
Appropria- Appropria- | decrease (—) 
tion estimate,| tion estimate,| 1953 estimate 
1952 1953 over 1952 
estimate 


Total number permanent positions... -..................-.--- | 
Average number of al] employees... ............-..-...--...-- | 


OBJECT OF EXPENDITURE 


Personal services: 
Field: Total, net permanent $625, 852 | $676, 852 





Te BO line 8 iii 8a oh a a 10 
CORE UUCRIRTINT BOO nn cr cen ntdecodeccnbaccada< 1, 418 
SU eee SPINS oo 5c. nk ch ee kk SU SAS nw edodeeu i ete Le 19, 000 
Equipment 720 








Total appropriation or estimate... ...................--- 


' Does not include $10,000 for anticipated supplemental for 1952 to cover cost of authorized pay increases. 
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Analysis of appropriation base for fiscal year 1953 


Regulars ADOTHRTISEIOD, LUOE O00. « « <.<.0 4-0 re neo - ave cccecenss== $647, 000 
Suppletentes guyronemucan for 1ee.. oe ee SE SEs 
Total qpennaciotion, Gs i ok Geciaabed vc eat, - cx. 1 647, 000 
Reductions: Protection of White House and Grounds. - - - - — $13, 000 
Additions: Protection of White House and Grounds. - - - - - 64, 
Adjastenent Bh tents eet) ss es Sh ee 51, 000 
Apowonriatten bees for 1068... - . . ~~ «4. once cece, 698, 000 
Increase over appropriation base for 1953___._.......-.-.----------. --------- 
Appropriation estimate for 1953____.___- Lsntkpesty awa ae 698, 000 
Increase from total appropriation, 1952____.__.....-.-..----.----.. 51, 000 


1 Does not include anticipated supplemental for 1952 in the amount of $10,000 to cover cost of authorized 
pay increases. 


Comparison of appropria’ion base with appropriation estimate for 1953 




















—— base | Appropriation esti- Increase or 
for 1953 mate for 1953 decrease 
Activity 
Average 
posi- Amount 
tions 
1. Protection of White House and Po | 
ROI. 0 hi conan « Sc cornet aie 166 $698, 000 
Adjustments in base (net) _-._.....-...--- a 4 —51, 000 
———| 
Total, appropriation, 1952, and ap- | 
propriation estimate, 1 a... 170 1 647, | 


1 Does not include anticipated supplemental for 1952 in the amount of $10,000 to cover cost of authorized 
pay. 


Summary by object class 


Appropria- | Estimate, 
1953 











tion base, 
1953 
Pa IR ott on re. a. coal eoccuucsestusnetbasdtaccuenemswaeewed $676, 852 | $676, 852 
Tremeersetien at GHANGA,....- <2 < - cnbiincsadeinn cd rddebaetndeesksSedopcerdesicl 10 10 
Oe eT oa ae SancisdennedaamandethnaeedanaRbedt 1, 418 1, 418 
Suputien ands GgeeiNeiecs-=:.<2-22secsctes baa ledenucendccsanacodaien ewes 19, 000 | 19, 000 
PO Bi acd ots acioh copa Amd peksiab aks diate whinds sand dha hewmen 720 | 720 
Penns aaa sc. So ck res assoc dou ibutoanboudamduceee 698, 000 698, 000 





It is contemplated that step-up promotions provided by law can be absorbed 
through lag in recruitment of personnel. 


DECREASE IN POLICE OFFICERS 


Mr. BaucuMan. That is correct. There is a reduction of four 
police officers. 

Senator Kitcore. Let us get this clear in the record at this point. 
The Metropolitan Police furnish the police there, but the Treasury 
Department pays them; is that right? 

Mr. Baveuman. No; the White House Police force is under the 
control of the Secret Service. 

Senator Kitcore. But I mean it is paid out of your appropriation? 

Mr. Baveuman. That is correct. 
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Senator Kingorr. They come from the Metropolitan Police force? 
Mr. Baueuman. We recruit them from the Metropolitan Police 
force. Normally after they have been with the Metropolitan Police 
force a year or two they make application, and after investigation 
they are transferred to the White House Police, which is separate 
and distinct from the Metropolitan Police force, yet they have the 
same benefits as far as retirement goes. They can at times transfer 
back to the Metropolitan Police. 

Senator Kitcorr. Well, then they are employees of the Secret 
Service and on your payroll? 

Mr. Bauecuman. That is right. 

Senator Kincorn. And not during that time actually members of 
the Metropolitan Police force? 

Mr. BaucuMan. That is right. 

Senator Kirgore. I am certainly glad to get that straightened out 
in my mind because frankly a lot of people do not realize that, and I 
do not think Congress does, and I have had kicks on that, the fact 
that they do not draw enough pay because they are still Metropolitan 
Police. 

Mr. Baveuman. No, they receive the same pay as the Metropolitan 
Police officers. 

Senator Kiteors. I know, but some of them still think that they 
are just assigned there. 

Mr. Bav@HMANn. Well, what has happened in the past because of a 
shortage, we have had Metropolitan Police men assigned to the Blair 
House and to the White House on temporary assignment. At the 
present time we have one post covered by Metropolitan Police officers, 
and that is across the street from the Blair House, and they cover 
that 24 hours a day. 

Senator Ecron. But none of this is chargeable to the District 
budget, and it is all chargeable to the Secret Service appropriation, is 
that right? 
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BUDGET INCREASE 


Mr. Baveuman. That is correct except for the one post I men- 
tioned. 

Now as to an explanation of these changes, the pay increase author- 
ized by Public Law 207 amounted to $64,000. Of that amount we 
had a reduction of $13,000, $6,000 for anticipated savings due to re- 
duction in annual leave, and the other $7,000 savings will be accom- 
plished through reduction in the personal services. In other words, 
we are absorbing $13,000, which results in a net increase for personal 
services of $51,000. 


Senator Kitrcorr. You know, it is rather interesting that they 
reduced the annual leave, but actually in all probability your group 
and other groups, that will not mean very much to them because they 
probably give the same amount of time on noncompensatory basis, is 
that not a fact? 


OVERTIME 


Mr. Baueuman. Yes, sir, like last year we had 93,000 hours over- 
time. That was voluntary and uncompensated time. 
Senator Kircorre. How much would that amount to for each man? 
Mr. Baveuman, That is the equivalent of 52 agents working an 
8-hour day. 
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Senator Kincore. For instance, for each agent how much would 
that amount to, noncompensated overtime? Could you furnish 
that figure? 

Mr. BaveumMan. On the basis of the 228? 

Senator Kitcore. I am not talking in terms of dollars; I am talking 
about how many hours on an average would each agent work for 
which he was not compensated? 

Mr. Baucuman. Average overtime amount not compensated? 

Senator Kircore. Yes. 

_Mr. Baveuman. That is an average of 8 hours per week, or one 
full days’ work without pay or compensatory time given in lieu of this 
overtime. 

POLICE AUTHORIZED AND DUTY STRENGTH 


Senator Kitcorre. What is the authorized strength of the White 
House Police at the present time? 

Mr. Baueuman. At the present time it is 170. 

Senator Kircorr. How many actually are on duty? 

Mr. BaucuMan. At the present time 138. 

Senator Kiicore. So that this additional post that you have across 
from Blair House would still be within your authorization? 

Mr. BaucuMan. At this time. But when the President returns to 
the White House, of course, that post will be eliminated. 

Senator Kitcore. Certainly. I am talking at the present time 
you are still operating under the present authorized strength? 

Mr. BaucuMan. That is correct. I might explain that while we 
only have 138 and we have an authorized strength of 170, these men 
are working 6 days a week. That figure of 170 is on the basis of a 
5-day week. 

SALARIES AND EXPENSES, GUARD FORCE 


Senator Kitcore. There will be inserted in the record at this point 
the appropriation summary statement and justification data filed in 
support of the appropriation for salaries and expenses, guard force. 

(The justification referred to is as follows: ) 


Secret Service Division, SALARIES AND EXPENSES, GUARD ForcE 


Standard classification schedule 


Increase (+) 
Appropria- | Appropria- PB ea 
tion estimate, | tion estimate, oo one f=) 
1952 1953 over 1952 
estimate 
Total number permanent positions --_.........-...-...-+---.-- 143 134 -9 
Average number of all employees. -.-............---...---.--.--- 138 129 —-9 
ORJECT OF EXPENDITURE Es PWR 
Personal services: 
Departmental: 

se aan ahead oi nckioauniwsansocnsweten $418, 979 $431, 204 +$12, 225 
Regular pay in excess of 52-week base..........-....-- 1,711 Sees ieee eet 
POPE BOOVS COGIC TEN... ... sen cnc cocngessesece- 12, 735 14, 010 oat a 
Total personal services..............-.-------------- 433, 425 | 446, 925 +13, 500 
I ae ine eet Rais ai hints aioe ats aie bwecbeet kgs asda 700 WO tosiisicn dics 
TRI NeEE Mt GI sh ns oe tk Ce enki ce nenthbbnw saan | 200 MOG ES cece 
NNN i no  atienbiamne 700 PE Mise, gana seins 
Other contractual ser vies’. . 6... ec nn i Secon cede case cues 2, SOOT As cceciecii. 
DUROEIS GIUAAROOITIN TA 5 Sis skgkbk dn ad ds6bs- duct secede <crees 11, 395 SO Lnthntsiabasce 
ON Sei linn epcaticusadatdehevudinarsacepe 500 2, 000 +1, 500 
Panes Und asddssmentes .. 2 oo. 25s okie bce dake akks 250 200 hts. ---- 


Total appropriation or estimate._.......---.--.--.-.---- 450, 000 465, 000 +15, 000 
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Analysis of appropriation base for fiscal year 1953 


Regular appropriation, 1952 act 
Supplemental appropriation for 1952 


Total ete 1952 
Reductions: Safeguarding Government securities and pro- 
tection of Treasury buildings__-- - ie cae h4ge «25: oy COU 


Additions: Safeguarding Government securities and pro- 
tection of Treasury buildings_. - +39, 000 


Adjustment in base (net) 


Appropriation ‘base for 1953. __- 
Increase over appropriation base for 1953 


Appropriation estimate for 1953 465, 000 
Increase from total appropriation, 1952 +15, 000 


Comparison of Sree: base with appropriation estimate for 1953 


| 
Appropriation base | Appropriation esti- Increase or 
for 1953 mate for 1953 | decrease 
1 


Activity : l . | l * | 
|Averege | Average} Average 
Amount posi- Amount 


posi- | Amount posi- 
tions 


— 


Safeguarding Government securities and | 
protection of Treasury Buildings..__--_- 
Adjustment to base 





Total appropriation 1952 and appro- | 
priation estimate for 1953__-...__..| 138 | 450, 000 


Summary by object class 
se : 
Appropria | Estimate, 


Increase 
1953 1953 


Personal services : 6, 925 | $446, 925 
Travel eri saa a 700 
Transportation of things pts. j 4 200 
Communication services. _...-....-.- ibaa hii pbhith gene eee 700 
Other contractual services ‘ tbc 3 ’ 2, 830 
Supplies and materials u se 395 | 11, 395 
Equipment... ._-. cb hi hen ainkes pet . f 2, 000 
Taxes and assessments__ aukhy 2 250 








Total obligations...........-....------.- : | 463, 500 | 465, 609 | 


1 Funds are requested to purchase 1 station wagon at an estimated net cost of $1,500 to replace a station 
wagon over 6 years old. The estimated unit cost of the new automobile is based on a gross purchase price 
of $2,000, less a trade-in value of $500 for the old car, 


1953 BUDGET FOR GUARD FORCE 


Senator Kincorr. Your request for 1953 is $465,000 as compared 
to $450,000 appropriated for 1952, or an increase of $15,000. Would 
you please explain the justification for this request, Mr. Baughman, 
and also give the committee some information on personnel paid from 
this fund? 

I see your average positions for 1953 is estimated at 129 or 9 jobs 
below the 1952 estimate. We have gone into that somewhat, but I 
wish you would elaborate on it a little more. 
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FUNCTIONS 


Mr. Baucuman. Our guard force is unique in the sense that it does 
protect billions of dollars of Government securities, cash, currency, 
bonds, and so forth. We have an armored truck division which last 
year during transit protected over $227 billion in currency, coins, and 

onds, and so forth. They receive a very good training. We have a 
basic course where they undergo certain training, and in addition 
marksmanship training. They are all very good pistol shots, particu- 
larly those that are on the armored truck. They have to have a 
rating of sharpshooter or better. 

Senator Kircore. May I interrupt at that point? ~ Is it not a fact 
that part of the guard force come from ex-servicemen who have 
trained in the Armed Forces and some have even retired? 

Mr. BaucuMan. All our employees in the guard force are veterans 
now. 

Senator KiiGore. All right. 

Mr. Baucuman. This year we are asking for 129 employees by 
direct appropriation; in addition, as a matter of information, there 
er which we have on our payroll which are paid on a reimbursable 

asis. 

Senator Kircorr. Wait a minute. Your appropriation does not 
include the reimbursable factor? 

Mr. BauGuMan. No; we are just asking for this direct appropria- 
tion. 

Senator Kircore. They take care of you in time so that you do 
not have to ask for funds for that? 


PAY INCREASES 


Mr. BavcuMan. That is right; we are reimbursed by the Bureau 
of Engraving for the 125. In regard to this increase of $15,000, the 
pay increases authorized by Public Law 201 amounted to '$39, 000, 
and we are cutting down the guard force by 8 positions, which is 
equivalent to $20,000, and we estimate to save approximately $1,500 
due to a lag in recruitment. There is a savings of $4,000 anticipated, 
savings due to reduction in annual leave, or a total amount of $25,500 
from the $39,000, which leaves a net increase in personal services of 
$13,500. In addition we are asking $1,500 for a new station wagon 
as a replacement. The station wagon costs approximately $2,000, 
but we hope to secure a $500 trade in value. 

Senator Kitcore. What is the purpose of that station wagon? 

Mr. BaucuMan. They are used by the guards as a follow-up car to 
the armored truck. 

Senator Kitcore. That is used here in Washington where the 
armored car goes and the station wagon follows it up 

Mr. Baucuoan. That is right. 

Senator Kitcorr. Where will the personnel be reduced? 

Mr. Bavucuman. They will be reduced in Chicago. 
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PERSONNEL 


Senator Kircore. I wonder at this point if you could show us 
comparative figures on personnel between Chicago and Washington 
set up during the past 5 years, not now but insert it in the record? 

Mr. Baucuman. We can do that, 

Senator Kiicore. Fine. 

(The information referred to is as follows: ) 


Guard force personnel 


1947 





Washington, D. C 7/|  n9 
Chicago, Ill... 3 ‘ 21 | 10 


Total by direct appropriation 129 
Reimbursable (Washington, D. C.)._.....--- 125 








GUARD FORCE VACANCIES 


Senator Kitcorr. Now one question, based upon authorization, 
how many vacancies do you have now? 

Mr. Baueuman. In the guard force? 

Senator Kiucore. Yes. 

Mr. Taytor. Seventeen, We have 112 on the rolls paid by the 
direct appropriations. 

Mr. BauvauMman. That is 17 vacancies. 


SALARY SCALES 


Senator Kitcgorn. What is the salary of your guard force, average 
salary including present pay increases? 

Mr. BaucuMan. The entrance salary is $2,750. As to the average 
salary now, we could furnish that for you. 

Senator Kireore. If you will do that to go in at this point. 

Mr. BauGuMan. Yes. 

Senator Kiicors. I think your average salary according to the 
House Committee’s print is $3,331, is that correct? 

Mr. BaueuMaAN. That is correct, sir. . 

Senator Kiircore. How does that compare with, shall we say, 
comparable duties in other agencies? 

Mr. BauGuMaNn. The same type work? , 

Senator Kircore. I doubt if you have the same type work. Let’s 
take the building grounds police and Capitol Police, which are not 
commensurate with that at all. 

Mr. BaugumMan. I am not sure what a Capitol policeman makes. 
I believe the starting salary is $3,996.20 per year. 

Senator Kitcorr. Could you get those figures and furnish that for 
the record and the buildings and grounds police? 


94650—52——_19 
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Mr. Cawtey. Public Buildings Administration? 

Senator Kitgore. Yes. I will admit that from a fiscal standpoint 
your people probably have more responsibility than they have, but 
i think it would be good to have a comparative figure on that. 

Mr. Cawtry. The public buildings guards of the General Services 
Administration have the same grades and salaries as our guards, but 
they are primarily building guards. 

Senator Kitrcorr. They do not have the additional job of safe- 
guarding securities, money, and things of that kind that your guards 

ave? 

Mr. Cawtey. That is true, sir. 

Senator Kitrcgorr. And your guards do the same thing they do plus 
this other work? 

Mr. Cawtry. That is true. 


GUARD FORCE TURN-OVER 


Senator Kingore. What are your difficulties in holding your force 
and also in recruiting your guard force? 

Mr. BaueuMan. One of our difficulties is that after we have hired 
these men and trained them, other agencies of comparable nature have 
solicited these men and have paid them in grades 7 to 8, CPC grades 
7 to 8, whereas we can only pay grades 4 and 5, with the result that 
one day alone we lost 10 men that transferred to another agency. 

Senator Kitcore. In other words, you have a turn-over there? 

Mr. BauGuMan. We have quite a turn-over. 

Senator Kirgore. And you have the problem also of training, the 
expense of training those people prior to the turn-over, is that right? 

Mr. Baveuman. That is right. We go to a great extent to train 
these men, not only indoor shooting with sidearms but outdoors with 
riot guns and machine guns, shooting with both hands, and then 
besides we have a basic course for them, we have judo instructions, 
and they receive quite a bit of training for a guard leat 

Senator Kitcore. I wonder if all this was presented to the civil 
service as to duties and everything else when they fixed the payroll 
set-up of the various departments? 

Mr. BauauMan. We have the civil service considering revising 
grades, and Mr. Cawley can give you further information as to what 
progress has been made. 

Senator Ki,gorr. Suppose you prepare a statement on that, Mr. 
Cawley, for the record so that it will be very carefully prepared? 

Mr. Cawtey. All right, sir. 

(The information referred to is as follows:) 

On December 20, 1951, the United States Secret Service and the Treasury 
Department requested the Civil Service Commission to approve the following 
position reclassifications: 








Position Present classification | Requested classification 
(i) een wo as ockcboee CPC-4 ($2,750 to $3,230)_....| CPC-5 ($2,974 to $3,454). 
(2) Treasury security guard_............-..- CPC-5 ($2,974 to $3,454)... CPC-6 ($3,200 to $3,680). 


(3) Treasury security transportation guard..| CPC-5 ($2,974 to $3,454)_.._- CPC-7 ($3,435 to $4,035). 
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On February 1, 1952, the Chief of the Secret Service telephoned the Chief of 
the Position Classification Division, Civil Service Commission, to inquire as to 





the status of the request and to urge prompt action. 


On February 5, 1952, a position classifier from the Commission reviewed in 
detail with representatives of the Secret Service and the Treasury Department 
the duties, responsibilities, and qualification requirements of the positions con- 
cerned. The classifier was advised that in the opinion of the Secret Service the 

resent grades provided for guards in the Main Treasury Building and at the 

ureau of Engraving and Printing were too low. Emphasis was placed on the 
measures taken and the responsibilities assumed for the security and protection 
of the only plant and sole facilities used in producing the immense quantities, 
many classes, and various denominations of currency, bonds, and other evidences 
of values indispensable to the monetary, financial, currency, and banking systems 
of the United States. Stress was also placed on the measures taken and the 
responsibilities assumed for the security and protection of immense values in 
currency and bonds while in transit. Information was furnished on the very 
extensive amount of training given to the Treasury guards in the lowest position 
with considerable additional training and experience required for the security 
guards and the security transportation guards. It was pointed out that the 
competitive advantage now enjoyed by some of the other Federal agencies in 
recruiting guards made it imperative that we review the Treasury positions for 
possibility of upgrading, since this situation not only makes it very difficult to 
obtain high ealiber guard recruits, but also has resulted in a number of guards 
who have been highly trained at considerable expense transferring to these other 
agencies and receiving higher grades for substantially the same level of duties. 

On February 12, 1952, a written statement was furnished to the Commission’s 
position classifier to confirm the information related during the February 5 inter- 
view and to further clarify the distinctions between the Treasury guard and the 
Treasury security guard positions. 

In January 1952 the Commission promulgated proposed classification standards 
for positions of guard, CPC-—6, requesting the Treasury Department’s comments. 
The comments of the Secret Service on the proposed standards were delivered 
to the Civil Service Commission on February 15, 1952, and were substantially 
similar to those furnished to the Commission in support of the above indicated 
CPC-5 and CPC-6 classifications. In addition, the comments offered suggested 
language to show that the proposed CPC-—6 standard applied specifically to the 
position of Treasury security guard. 

On February 28, 1952, information was received informally from the Civil 
Service Commission to the effect that (1) the proposed standards were being 
considered in light of comments received from the Department, and (2) the 
Secret Service case submitted on December 20, 1951, had been placed in line for 
decision within the next few days. 


Senator Krngore. Also prepare with that a 5-year picture of your 
turn-over where you have lost people to other agencies and add to 
that that you have lost them to civilian industry, because I do know 
that the civilian industry hires them away? 

Mr. Caw ey. Yes, sir. 

(The information referred to is as follows:) 


During the past 12 months 40 apres resigned to accept employment in 
other agencies at a higher salary. These men were employed by the following 


agencies: 

Department of Justice Highway Department 
Government Printing Office Police Department 

General Services Administration Department of the Air Force 
Federal Civilian Defense Department of the Navy 
National Defense Agency Private industry 


Department of the Army 
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Separations for the past 5 years were as follows: 


SOG (asst sintbigines atclet- de sad SURE AR bIN AAA Tn biiike is ad 162 39 
SEI «4 ci wails aererinstie-cavh Celienininsbonn-eediccteedbensin entailed 27 
ek kein iat teat a dl stat. saat ne Uinabadl ike Seewielgal sali pind beg 75 24 
GOUR. fdk Lit. cA teIAA i cae nAMUMN Loy a cba oe igs sasha Seese tad asonetee 28 
MOOR: sia caste dash abe dh «50nd RWS. acaba dIOs. LAL AkUL BEALL Aceh 100 37 


SUFFICIENCY OF GUARD FORCE 


Senator Kitcore. Based upon what you said, do you consider that 
your present total positions, employment, is sufficient to adequately 
safeguard the Government's interest? 

Mr. Baucuman. If we can hold our own. 

Senator Kircorr. If you can hold your own and be able to hold 
on to your personnel? 

Mr. Baveuman. That is right. 

Senator Kingore. And hold your present level of people? 

Mr. Bauaunan. I think we can still continue to do an efficient job. 

Mr. Cawey. May I say the authorized level. 

Mr. BaueuMan. The authorized level. 

Senator Kitcore. I am talking about the authorized level. 

Mr. BaucuMan. Yes; because we are doubling up now to take care 
of things. 

Senator Kixicore. Is there anything further, gentlemen, that 
you want to bring up? 

In other words, you presently contemplate going up to your au- 
thorized strength during 1953, is that right? 

Mr. BauGHMAN. With the guard force? 

Senator Kincore. Yes. 

Mr. BauGuMan. Yes. 

Senator Kirgore. To properly safeguard the Government opera- 
tions? 

Mr. BaucuMman. Yes; we have been making some gains. 

Senator Kirgorz. And your budget is figured on that basis? 

Mr. BaucuMan. Yes. 

Senator Krtgore. Anything else you can think of, gentlemen? 

Is there anything you want to ask about, Senator Ecton? 

Senator Ecron. I was interested in this transportation problem 
awhile ago. Did I understand you to say that you thought you 
could get along on the transportation allowance as it is set forth here 
in your request? 

Mr. Baueuman. Is that in regard to the automobiles? 

Senator Ecron. Yes. 

Mr. BaueuMan. We will make the best of it, Senator. 

Senator Ecton. It would not help any to transfer some money from 
some place else on that—or would it? 

Mr. BaueuMan. That is going to depend on how some of these 
older cars stand up. There is a possibility that they will become in 
such a poor condition that we will have to declare them surplus. 

Senator Kiigore. At this point let me ask you also that you furnish 
us a table of the automobiles owned, age by years of service, in groups, 
by 1, 2, 3, 4, 5, 6, and 7 years of age. It might be a good plan to put 
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that in along with that cost of maintenance and repair item that we 
mentioned before so we know just where you stand. 
Mr. BaucumMan. By age groups? 
Senator Kiitgore. By age groups. 
a Mr. BauGcuMan. From 1 to 7 years. I know our oldest cars are 
| 1946 models. 
i: (See p. 275.) ’ 
Senator Kircorer. Anything further, Senator Ecton? 
Senator Ecron. No. 
Senator Kincorre. Thank you very much, gentlemen, for a very 
fine presentation. 
AFTER RECESS 


Bureau or Narcotics 
SALARIES AND EXPENSES 


STATEMENTS OF G. W. CUNNINGHAM, DEPUTY COMMISSIONER, 

BUREAU OF NARCOTICS; B. T. MITCHELL, ASSISTANT CHIEF 
COUNSEL, BUREAU OF NARCOTICS; AND E. J. WIDMAYER, AD- 
MINISTRATIVE ASSISTANT, BUREAU OF NARCOTICS 


JUSTIFICATION OF 1953 BUDGET ESTIMATE 















Senator Kitcorr. The committee will come to order. 

The committee will now hear from representatives of the Bureau of 
Narcotics. 

I notice that we have here Mr. Anslinger’s prepared statement, and 
it will be inserted in the record at this point, together with the sum- 
mary appropriation statement and supporting justification data relat- 
ing to your 1953 estimate of $2,790,000. 

(The data referred to is as follows:) 


IntropuctorY StraTemMent or Mr. H. J. ANSLINGER, COMMISSIONER OF 
NARCOTICS 
























Mr. Chairman and gentlemen of the committee, the Bureau of Narcotics is 
responsible for the investigation, detection, and prevention of violations of the 
Federal narcotic and marihuana laws, and of the Spitim Poppy Contro! Acts and 
related statutes, including the administration of the permissive features of the 
Nareotic Drugs Import and Export Act. 

The estimated appropriation to carry out these functions during the fiscal year 
1953 is $2,790,000, an increase of $290,000 over the amount appropriated for the 
current year. Such inerease represents $170,000 to cover the cost of pay increases 
provided by Public Law 201, Eighty-second Congress, and a net amount of 
$120,000 to maintain on a full-year basis the increased operating force and related 
expenses provided for approximately 744 months by the Supplemental Appro- 
priation Act, 1952. 

During the current year, with the aid of additional funds provided by the 
Congress, we were able to make much progress toward maintaining control of the 
illicit drug traffic. Many principal dealers in narcotics such as Irving Wexler, 
alias Waxey Gordon, Joseph Dentico, Abie Chapman, Harold Meltzer, William 
Levin, and Joseph Orsini have been apprehended and convicted with heavy 
sentences that will place them out of the traffic from 5 years in some cases to 
virtually life sentences in others. 

The strengthened enforcement force, by increasing the possibility of apprehen- 
sion of these major illicit drug traffickers, plus the sentences imposed under 
Public Law 255, Eighty-second Congress, providing mandatory minimum sen- 
tences for second and third offenders in narcotic cases, are making some of these 
big racketeers seek other pursuits rather than risk the lucrative illegitimate drug 
racket. Just recently during the course of an interview between a narcotic 
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agent and a former participant in the narcotic traffic, the agent was informed 
that because of the reasons which I have just stated this trafficker was now 
confining his investments to midget auto racing rather than risk what would be 
a life sentence at his advanced age. While instances such as this do not eliminate 
the need for constant surveillance by narcotic field agents it is another step in 
reducing channels and sources of the illegitimate drug supply. 

There is some indication that addiction has reached its crest. The Public 
Health Service Hospital at Lexington, Ky., reports a reduced population and also 
a decline in the number of juvenile admissions. Fewer juvenile addicts are coming 
to the attention of narcotic field officers. During the month of November for 
the first time in many months our Chicago office has had no applications for 
assistance from juvenile addicts. This can be attributed to the availability of 
more facilities to care for the addicts, a reduction of the illicit sources of supply, 
= the soaring prices of heroin due to the increased narcotics enforcement 
efforts. 

It is imperative that an enforcement force capable of continuing this effective 
drive against the illicit supply of drugs be maintained. The Bureau must operate 
a program which will control sources of supply on an international, national, and 
local level. 

Investigations, surveillance, and negotiation must be continued in foreign 
countries in order to restrict the supply on an international level prior to its 
entrance into this country. Cooperating with the Turkish and Italian Govern- 
ments, agents of the Bureau of Narcotics have reduced the supply of heroin and 
opium available to the illicit trade here. Recently as the result of efforts of one 
of our agents assigned in Rome, the Italian Government completely suspended the 
production of heroin for an indefinite period. Similar cooperation by the Peruvian 
Government, accompanied by successful prosecution of several large smuggling 
rings, has very substantially reduced the cocaine traffic in the United States. 
As you probably know, the Bureau must also be on guard against large supplies 
of opium which are available in Communist China. 

On a national level our specialized agents must continue the methods of under- 
cover operation, making repeated direct purchases of evidence until the main 
sources of supplv are successfully apprehended and withdrawn from the trade. 

The workload of the Bureau continues to be heavy. Each of the numerous 
complaints received for investigation must be evaluated because any one of them 
may furnish the lead to develop a major case. During the fiscal vear 1951 the 
agent force averaged 13 hours uncompensated overtime per agent per week. 

Cooperation with State and local organizations is being given in every instance 
to the limit of available personnel. Constant efforts are being made by the Bureau 
to have State and local organizations handle within their own localities all in- 
vestigations where there is no obvious interstate source of supply feature. These 
eases are necessarily in the minority because heroin, the chief drug in the illicit 
traffic, is not lawfully manufactured in the United States and, therefore, must 
come from a seaport. The field forces are operating under the most positive 
directives to confine efforts to interstate cases. The Bureau is encouraging the 
setting up of specialized nartotic squads in local police departments, and making 
officers and facilities available for the instruction of these police in their own cities 
in the narcotic specialty. Some of the State legislatures have enacted or have 
pending laws providing more stringent penalty provisions for second and third 
narcotic offenders, 

The national defense efforts have also resulted in increased workload for the 
Bureau of Narcotics. The mobilization of large numbers of troops continues the 
number of special requests from the military for assistance in coping with the 
narcotic traffic in and near our camps; for problems incidental to the drafting of 
addicts; and in situations where addiction is falsely advanced as & reason to escape 
the draft. The National Resources Board has given the Bureau of Narcotics 
complete control of national supplies of narcotic drugs for civil defense and will 
rely on the Bureau’s judgment as to adequate amounts, safe storage, and avail- 
ability for immediate distribution to disaster points. These special burdens must 
be sonetie despite the increased activities in every other line of enforcement 
work. 

The amount of $2,790,000 requested for the fiscal year 1953 is the minimum 
amount necessary for the Bureau to continue its enforcement operations against 
— current narcotics problem of increased illicit drug traffic and the consequent 

diction. 
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Salaries and expenses, Bureau of Narcotics, 1958, standard classification schedule 


Total number of permanent positions. ._................------ 
Average number of all employees-.-.__....___- 


OBJECT OF EXPENDITURE 


Personal services: 
Departmental: 
Net permanent y 
Regular pay in excess of 52 weeks..___....-....------- 


Total departmental 


Field: 
mee nama acc bi Fs Coo eda eee ee es wie 
Regular pay in excess of 52 weeks..._.......---.------ 
Payment above basic rates....._...._- s eakaneetpiaal ‘4 


Total field 


Transportation of things..._....___- i id ee ee 
Communication services...........-.................. 

Rents and utility services 

Printing and reproduction _ aad 

Other comernctual Services... ........-.-.......-.-.- 
Supplies and materials 

pa il SP ep er Spee. FE 
Equipment 


Refunds, awards, and indemnities....................-...-- | 


Taxes and assessments 


Total appropriation or estimate 


| 
| 
| 


| 


| 


1952 


421 
382. 2 





$251, 085 | 
950 | 


252, 035 


i — 


1953 
| 


405. 5 | 


| 
| 
| 


i 


$279, 400 | 
1, 100 


280, 500 | 


293 


| | Increase (+-) 
Appropria- | Appropria- | decrease (—) 
tion estimate,| tion estimate, | 1953 estimate 
over 1952 
estimate 


+$28, 315 
+150 


+28, 465 





1, 443, 865 
5, 650 
5, 000 


, 454, 515 


1, 690, 000 | 
6, 500 | 
5, 000 


1, 701, 500 | 


+246, 135 
+850 


+246, 985 





, 706, 550 | 

291, 870 
11, 630 
33, 900 
1, 920 
15, 000 
83, 000 
64, 130 
250, 000 
15, 000 
25, 00C 
2, 000 


12 


, 500, 000 


1, 982, 000 | 
309, 720 
13, 030 
34, 500 
1, 920 
16, 500 

87, 771 
67, 460 
240, 000 
7, 100 
28, 000 | 
2, 000 


2, 790, 000 








+275, 450 
+17, 850 
+1, 400 


1 Does not include $130,000 for anticipated supplemental for 1952 to cover cost of authorized pay increases. 


Analysis of appropriation base for fiscal year 1953 


Regular appropriation, 1952 act 


Supplemental appropriation for 1952 (Public Law 253) 


Total appropriation, 1952 


Reductions: Administering and enforcing the Federal 


narcotic and marijuana laws 


— $14, 225 


Additions: Administering and enforcing the Federal nar- 


cotic and marijuana laws 


I ES ne ea re ete euen % 


Appropriation base for 1953 
Increase over appropriation base for 1953 


Appropriation estimate for 1953 
Increase from total appropriation, 1952 


+ 304, 225 


+ 290, 000 


1 Does not include anticipated supplemental for 1952 in the amount of $130,000 to cover cost of authorized 


pay increases. 
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Comparison of appropriation base with appropriation estimate for 1953 


Activity 


tions 








1. Administering and enforcing the Fed- 
eral narcot 


ic and marihuana laws....._| 398.5 | $2,731,000 | 398.5 
2. Executive direction. -.............-..-.- 7.0 59, 000 . 
Increase over a propriaion base. . 405.5 
Adjustment in base (net) -...........-.... 23.3 





Total, appropriation, 1952, and 
appropriation estimate for 1953...) 382.2 


1 — not include anticipated supplemental for 1952 in the amount of $130,000 to cover cost of authorized 
increases, 


pay 
Activity No. 1—Summary by object class 


Appropria- Estimate, 
1953 





Object classification ? base, 

I IIE BE terion s wns oninph shes cokbin oe laheniidacaeCageces cacleg $1, 924, 500 $1, 924, 500 
EE oicncctd Rene teincinnt ae ucoon anobaks cece noe ten ne ee ase 308, 720 308, 720 
"Eee GE WINN co ns eas 3. wei dcocustenscdcuddccdbbewatluceuie 13, 030 13, 030 
CRU IUUING ina nn combi deed ah eee Bec ee ates 34, 500 34, 500 
a i di ne a eee chnre eat halnicn w en adel NNN tae aa a 1, 920 1, 920 
ee nee no mcs cubneocand poddmdageton caine ok 16, 500 16, 500 
Other contractual services ______- 87, 770 87, 770 
Supplies and materials-__-_-_-.- 66, 960 66, 960 
Purchase of evidence. ____._-_--- 240, 000 240, 000 
hi Bacchi i sialic calpain ideas hcamacianatati anak tek winacaies adios aban tilde nao 7, 100 7, 100 
Ee SN IN COTS nos 6s i ccigWercuccdneoincacstteceresan 28, 000 28, 000 
‘Tee NINE oo nn sete ctrebas teedees ose d cab eaclinss <6 2,000 2, 000 

Total GRMPRMONE So co cies s ocd kok hau ins onan das hi 2, 731, 000 2, 731, 000 








1 
PE CRONE asic ae bX 605 br carathapsaaea abt niet ack c Sonne cides Mescensne oat $57, 500 $57, 500 
Eee tik, 0 to dns cd nae wile, mma oe ae idea inane tein Skea oa eo es 1,000 1,000 
II ano sine cninghn gancassadvdenansdcensneans 0xst Onset 500 500 
IU 5. eit os ceminshane ath iakinnliednculiah deeded ensiabeid 59, 000 59, 000 


eS 


EXPLANATION OF ESTIMATES BY ACTIVITY 


1, Administering and enforcing the Federal narcotic and marijuana laws 


The activities of the Bureau of Narcotics continue to increase due to the resurg- 
ence of the illicit traffic in narcotics. The situation is just as serious now as it 
was a yearago. Illicit traffic today is dominated by bardened criminals exercising 
every opportunity to reap profits from this lucrative traffic. New addicts are still 
in evidence, many of then young. To combat the threat to the welfare of this 
generation, the Bureau of Narcotics has expanded its enforcement activities to 
restrict the source of supply on an international, national and local level. 

Very serious from the oaeeang? point of view is the qrennly inereased heroin 
traffic. This is the drug, more than twice as potent as morphine, preferred by 
addict and peddler alike, which has appeared in practically every section of the 
country during the past three years. An added danger of heroin is that people 
may become initiated to it-through the simple method of sniffing the drug, and 
subsequently resort to the hypodermic needle. The full implications can be 
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realized only if it is understood that more than half of the persons who become 
addicted are never cured if narcotics are available. 

Cooperation with State and local organizations is being given in every instance 
to the limit of available personnel. During the past year narcotic officers handled 
4,759 requests for assistance made by local groups and authorities; however, 
limited personnel and funds made it necessary to decline 3,918 requests for as- 
sistance. Constant efforts are being made by the Bureau to have state and local 
authorities handle within their localities all investigations where there is no 
obvious interstate source of supply feature. These cases are necessarily in the 
minority because hercin, the chief drug in illicit traffic, is not lawfully manufac- 
tured in the United States and, therefore, must come from a seaport. 

The mobilization of large numbers of troops is bringing increasing special re- 
quests from the military for assistance in coping with narcotic traffic in and near 
military camps, problems incidental to the drafting of addicts, and in situations 
where addiction is falsely advanced as a reason to escape the draft. These special 
burdens must be assumed despite the additional activities in every other line of 
enforcement work. 


Comparative statement of case load 


1948 1949 


Cases pending for investigation at beginning of fiscal i | 
WOE s hess Sant visesin 3 --| 4,802 3, 875 3,364 | 5, 766 
Complaints received for investigation. 16, 036 15, 150 19, 973 43, 811 


Total known case load 20, 838 19, 025 23, 337 


Cases completed for prosecution 3, 472 4, 980 6, 163 
Investigations, completed, showing minor or no viola- 
tion, ete 13, 491 10, 681 11, 408 


16, 963 15, 661 








3, 875 














| For 6 months’ period July through December 1951. 


DISTRIBUTION OF PENDING INVESTIGATIONS 


i thie 3 
District No. Location of headquarters July 1, 1951) Dee. 31, 1951 


eaieila ital Disdicihii icine 


Boston, Mass 374 | 
New York, N. Y 4, 920 | 
Philadelphia, Pa 118 | 
Baltimore, M 773 | 
Atlanta, Ga : . 600 | 
DT ee <A a note on khan aan encanc teenies | 191 | 228 
Detroit, Mich 1, 093 373 
Nn a a 568 528 
SOOO SOL oisick i. ccsdsdeyed, 2d cet Lind weeureal 1, 219 | 678 
Kansas City, Mo i 703 | 858 
Minneapolis, Minn 243 248 
Denver, ‘Colo ‘ 120 181 
eS er Ck ; foo 205 278 
ON WE eR A et : : 353 364 
| Honolulu, T. H aid 9 9 





11, 489 | 11, 600 





Comparative statement of cases completed for prosecution 


Registered persons Unregistered persons Total persons 


: waded deeace, ail a eke aes Total persons | Grand 
Fiscal year total 


| 
po andar Peasants 


3, 367 
3, 472 
4, 980 
6, 163 
5, 305 
1, 838 


. 


+ 00 wm OO dO RD 
S282 





296 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 
Convictions 


Registered persons |Unregistered persons} Total persons 








Fiseal year Mari- Mari Sat 

ar - 

Narcotics hnane Narcotics huans 
IT ik, ink) eanseadihaie ected ned MGs. s asks 1, 516 727 2, 308 
chad ecdsht elie niet nketch cect Be Vaid is 1, 486 740 2, 300 
Woe del buce sktandcdsconbasteay 76 1 2, 087 1,070 3, 234 
MOND ae eR IE WON 215 3,178 1, 283 4, 530 
i isesiichstieivatcnin<s OB ldauciwns. 2, 974 1, 037 4,079 
ete d itive iehd Minibike as donee . ee 1, 056 361 1, 446 





PRESALE LIME TES LIA EIA SA ALS I NIN EIS AGLI , $117, 232 
5 74, 654 










a ae ee ae ST ee ae 159 
AE in cn cde. vine padiieebs ses Veieswdsa.. cthhbowaiakeicnwes 58, 692 241 
I et A a aL ae ee ree Lee be 168, 114 287 
Woes Vacwe tide te eich ne teks dndigetobacakocbipals cweeke 112, 201 344 
Pi cidaainicican ab cal eta edie toy samc eda eaowasnna ll Koad aac cheats biel 62, 382 178 
NUMBER OF SEIZURES AND PURCHASES 
| Internal traffic Ports and borders Total 
| | Mari Mari. Mari — 
ari- ari- - 

| Narcotics juans Narcotics juans Narcotics juana 
Bhs iow ditibetiinccactntaunccd 1, 548 1,111 575 587 2, 123 1, 698 3, 821 
Se icaisintetindetictiencwecslenoes a wicdisvudiata’ 1, 538 1, 237 694 605 2, 232 1, 842 4,074 
NI Spin cessinsaibiiiinlss apcertaalo wiicniceeueanel 2, 042 1 724 591 2, 766 2, 363 5,129 
SRBC te meri ay abi tert es 2, 664 2, 151 510 494 3,174 2, 645 5,819 
De cog kdlernican deisel abtcemncapr oti 2, 742 1, 527 423 517 3, 165 2, 044 5, 209 
Wii chiarnbctihassanvaiiuiases 1, 335 719 210 237 1, 545 956 2, 501 


BUDGET INCREASE 


Senator Kitgore. I note that your request for funds is $290,000 
over the 1952 appropriation, which totaled $2,500,000 and included 
$400,000 supplemental funds. Could you please tell the committee 
the justification for the $290,000. 

Mr. Cunningham, I take it you are appearing on behalf of Mr. 
Anslinger? 

Mr. CunnineGHam. Yes, Mr. Chairman. 

With reference to the $290,000 increase which you mentioned, 
$170,000 of that represents the pay increases voted last fall. 

Senator KiiGore. So by virtue of that, only $120,000—now, let 
me get that straight. How much is that increase? 

Mr. CuNNINGHAM. $290,000. 

Senator Kitgore. And how much of that represents automatic pay 
increased voted by the Congress? 

Mr. CuNNINGHAM. $170,000. 

Senator Kincore. So there is actually a $120,000 increase in your 
appropriation over last year ’s appropriation? 

Mr. CunnINGHAM. Yes, sir. 

Senator Kincore. And that is the amount which we might say is 
controllable by your Bureau; is that correct? 
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Mr. CunnincuamM. That is correct. That $120,000 represents an 
increase for the full year. The supplemental voted last year over 
the regular appropriation of $2,100,000 was $400,000, but the $400,000 
was only operable for 7% months; and this $120,000 additional 
increase will carry through for the entire fiscal year. 


NARCOTIC AGENTS 


I think at the outset, Mr. Chairman, I would be remiss if I didn’t 
suggest that by reason of the Congress in the past 2 years having 
increased our appropriation, expecially the increase for the present 
fiscal year, extensive results have been accomplished. We have been 
able with that money to increase the field force to approximately 
275 agents. 

Senator Kitcorr. What is your authorized strength? 

Mr. CunnineHam. Two hundred and seventy-five. We have also 
employed sufficient clerical personnel to take care of the paper work. 
In addition, we have, of course, within that fund the amount of 
$250,000 with which to purchase narcotics to be used in evidence 
against dealers. 

Senator Kiieore. In other words, that is an absolute necessity to 
the successful pursuit of the illicit narcotics industry? 

Mr. CunnincHam. That is certainly true, Mr. Chairman; and it has 
been so since the Supreme Court rendered those decisions drastically 
tightening up the laws with reference to search and seizure. About all 
that is left for us to do in 9 cases out of 10 is to seek the dealer and 
endeavor to purchase narcotics from him. 

My personal opinion is that, in terms of dollars, it is much cheaper as 
a procedure because when they learn they have been selling Govern- 
ment agents pleas of guilty follow. We don’t have near the trials 
that we formerly had. We have very few long-drawn-out motions to 
suppress evidence. And those trials which we do have get down to 
work to start with, and it saves the time of the court and witness fees, 
as well as other expense. 

Senator Krcore. In other words, what you spend there you save 
in legal-expenses? 

Mr. Cunnincuam. Yes, sir; from the courts on down, including the 
time of our agents. 

Now, as a result of that additional money and those additional 
agents, as I said, we have done very well. 


HEROIN DRUG TRAFFIC 


Now, it just happens that I have some information right off the 
riddle from Detroit. Our supervisor telephoned me this morning. 
hey have been working on a case out there for about 2 months. The 
supervisor himself was the key investigator. That is, he infiltrated 
into some Chinese with the idea of later getting mto the source of 
supply which, in this instance, happened to be Italian. 
Senator Kircors. Was this heroin or opium or what? 
Mr. Cunninenam. Heroin. 
This particular Italian is a man we have been after for some time. 
They arrested him, together with three other Italians, last night, and 
two Chinese, after buying 6 ounces of pure heroin. 
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Incidentally, they seized seven automobiles and have six more to 
pick up. Now, when I say 6 ounces of heroin, that doesn’t mean as 
much to you as it does to us because we are more familiar with it. 

By the time that heroin would be diluted by these peddlers, it would 
represent 60 ounces of heroin on a 10-percent basis. 

Senator Kitcorr. What is an ounce of heroin worth? 

Mr. CunnineGHAM. We paid $700 an ounce for that. 

Senator Kircorr. What is it worth at retail? 

Mr. CunninenaM. Heroin is outlawed. 

Senator Kiteore. I am talking about the illicit market. 

Mr. Cunnineuam. It runs from $350 to $1,000 an ounce. That is 
with the dealers. When that heroin is made up into capsules to sell 
to the addicts, it will run up to as high as $5,000 or $7,000 an ounce. 

Senator Kircors. What is that heroin used for, injection purposes? 

Mr. CunnInNGHAM. Yes, sir, they inject it. 

Senator Kircore. Is it ever used by taking up the nose? 

Mr. CunninaHaM. Some of these fellows sniff it. That is too ex- 
pensive, and they lose too much that way, so they use hypodermic 
needles and get it into their blood stream, in that way getting quicker 
reactions with less narcotics. 

For some time we have had a force of men in Europe, believing that 
with the information we had we might cut off the source of supply to 
this country from over there and not have to chase it down hale in 
48 States. 

FRENCH POLICE SEIZURES 


Recently in France these agents, in cooperation with the French 
police, apprehended about 20 dealers in heroin. In one instance we 
had to furnish the money, which cost us about $2,500, which we lost. 
The cases were concluded with money which had been furnished by 
the French police. Several million francs were involved in two in- 
stances. In some of the deals they were able to seize a lot of counter- 
feit United States $100 bills, which they apparently used as a medium 
of trade in the last instance, all of which was taken back from these 
yore and some of the plates were recovered. 

e have only had a cable about it, but I understand that the bills 
were very, very good. 

Now, those arrests, as I say, were brought about by information 
which had been obtained in this country and which had been correlated 
and sent to these representatives in Europe. 


ITALIAN HEROIN PRODUCTION SUSPENDED 


Our agents in Europe have persuaded the Italian Government to 
apes the manufacture of heroin indefinitely. Up to 2 years ago 
Italy was manufacturing 190 to 200 kilos of heroin a year, and other 
countries over there comparable to Italy’s population were making 
10 to 15 kilos a year. 

There must have been 15 or 20 of those Italian dealers, all 
clandestine, apprehended in connection with the Italian police. 

I might say that the heroin which has been diverted over there was 
legitimate heroin diverted to the underworld traffic. 

Senator Kiicore. In other words, heroin is used more over there 
by the medical profession than it is in the United States? 
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Mr. CunnrINnGHAM. It is not used by the medical profession in the 
United States. 

Senator Kinegore. I understood that it was used in cough sirups to 
some extent. 

Mr. CunntnGHaAM. There may be a small quantity of heroin left in 
the United States, but it is not appreciable. It is very expensive, 
and they are using synthetic drugs in cough sirups now. 

I might go back and point out in connection with these arrests in 
Detroit last night that they were tied in and synchronized with the 
work that our men have been doing in Europe. There are lots of 
deported Italians in Italy, most of whom are over there after having 
been convicted for narcotic violations in this country, and they have 
the know-how and know the dealers in this country. 

Senator Krugorr. Have you been able to work out a deal with 
those governments over there in which it would be possible to follow 
the heroin traffic from the manufacturer clear through to the ultimate 
consumer? 

Mr. CunNnINGHAM. No; we haven’t been able to do that. Now, 
you must understand, Mr. Chairman, all the dealing over there is 
underground. 

Senator Kiicorer. I know that it is. What I meant is dealing 
overground with their governments. Do they cooperate in trying to 
trace it from the manufacturer clear through to the ultimate con- 
sumer? 

Mr. CunnineHaM. They give all the cooperation I think that is 
possible. You see, this heroin was made over there probably during 
the war, and it was sold in conformity with their laws for pharma- 
ceutical purposes. Then these racketeers diverted it. 

Senator Krucore. These racketeers got in there and bought the 
stuff which was to be sold legitimately and then exported it over to the 
United States for illegal sale? 

Mr. CunnincHam. That is correct. We have the names of many 
of these people, and that is the reason for having our agents over there, 
all of whom are Italians and who can get around Italy as well as you 
and I can get around West Virginia. 

Senator Kitcore. I don’t know about you, but I have some trouble 
in that respect. 
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UNITED NATIONS ACTION 


Now, to what extent has the United Nations cooperated? 

Mr. Cunnineuam. The chief benefit from the United Nations has 
been the control of legitimate manufacture. In other words, the 
various governments represented there have gotten together and, after 
much argument, have agreed on only permitting a certain amount of 
manufacturing, that is, for the legitimate trade. 

Senator Kitgore. Now, the question is this: Do those governments 
police that and see that that amount only is manufactured? 

Mr. CunninaHam. Well, I would say that it is not very good. 

Senator Kitcorr. What means that you also have a policing job; 
is that right? 

Mr. CUNNINGHAM. Yes, sir; we do it as much as we can over there. 

Senator Kincors. In other words, do they have any system set up 
similar to ours? 

Mr. Cunninenam. Well, the set-up they have is not as good as 
ours, 








300 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


EFFECT OF DOLLAR SHORTAGE 


Senator Kiircore. Does the fact of a dollar shortage, say, in coun- 
tries like Italy, France, Turkey, and other places contribute to your 
over-all problem? 

Mr. CunninGHaAM. Yes, 

Senator Krucore. In their desire to get dollars? 

Mr. CunnineuaM. The dollar shortage that you mention is one of 
the reasons for our success, especially in Italy and France. We have 
transfered dollars over there, and they are using these dollars for 
those purchases. They are more inclined to deal. 

Now, you must remember that the leading dealers over there in the 
main are deported from the United States. 

Senator Kitcore. I know, but the point I am getting at is this: 
Is our aid to Europe program contributing to protection against the 
smuggling of drugs? In other words, if we did not have the ECA, 
would their hunger for American dollars and their desire to sell this 
stuff to get American dollars be enhanced or lessened? 

Mr. CunNINGHAM. Well, Senator, I am afraid that I cannot answer 
that comprehensively. We have had no information from over there 
that money out of ECA was 

Senator Kitcorg. No; you do not understand me. Does the fact 
that we have been giving those governments American dollars in 
exchange for their own currency help you or hurt you? In other 
words, here is a government that wants to buy a bunch of machinery, 
let us say, $10 million worth, from the United States. We give that 
government enough money, American dollar credit, to take care of 
that deal. If they did net receive that, would they be more inclined 
to look favorably upon narcotics or anything else that would tend 
to get those dollars in there? 

Mr. CunnincHam. I think there are a great many people over 
there that would resort to most any means to make money and get 
those dollars. 

Senator Kiicore. It isn’t a question of getting money. It is a 
question of getting dollars. 

Mr. Cunnincuas. | don’t think there is any question about that. 

Senator Kiicore. In other words, aid given to stabilize Europe is 
really also aid given to prevent or hold down to a minimum, shall 
we say, the production of narcotics in this country; is that not right? 

Mr. Cunnincuam. I would say so, especially the legitimate produc- 
tion by those governments in Europe. 

Senator Kitcors. That is what I am talking about. 

Mr. CunninGHaM. That is right. 

Senator Kitcorn. The legitimate producer there is able to stick to 
the legitimate market. 

Mr. CunnincHam. That is correct. 

Senator Kinrcore. On the other hand, the Government might 
encourage him in order to get the dollar exchange. 





INTERNATIONAL OPIUM CONTROL NOT SUCCESSFUL 


Mr. CunnineHaM. We had some discussion in the UN last year 
about limiting the production of opium; and, after 2 years, that blew 
up. They could not agree on an inspection service. 


Ei 
= 
: 
Fi 
ci 
be 
¥ 


ee 2 


TREASURY AND POST OFFICE APPROPRIATIONS, 1953 301 


We know that Iran raised 330 tons of opium more than they needed 
last year. ‘That will undoubtedly go into the illicit traffic. 

Senator Kitgore. How much land does it take to produce, shall we 
say, a pound of opium? 

Mr. Cunnincuam. Senator, I could not tell you that, definitely. 

Senator Kiieore. I was just wondering how much they got for the 
acre. 

Mr. Cunnincuam. I could not tell you, but those farmers over there 
can make more money in Iran by raising poppies than they can by 
raising wheat. 

Senator Kiicore. In other words, as long as they have a market 
for their product it pays them to raise a dangerous product and get 
more money out of it than to raise a product and keep them benefi- 
ciaries of relief? 

Mr. Cunnincuam. That is correct. 

I might say that in Iran the Government gets all of the opium. 

Senator Kircore. Do you not have an opium monopoly in Turkey, 
though? 

Mr. Cunnineuam. Yes, sir. We have had less trouble in Turkey 
than we had the year before. 

Senator Kiicorr. I know, but you have a complete government 
monopoly there? 

Mr. CunNINGHAM. Yes, sir. 

Senator Kiicore. And India is not the same? 

Mr. Cunnineuam. India produces most of the opium. There are 
a lot of diversions from India. 

The trouble with Turkey was that there were so many clandestine 
factories manufacturing heroin from opium which had been diverted. 

Now, in Italy the picture is different because the heroin had been 
manufactured legitimately and was diverted after manufacture. 

Senator Kircore. How about North China and Manchuria? 

Mr. CunnineHam. We know of 500 tons of opium which is in 
North China. 

HEROIN PRODUCED FROM OPIUM 


Senator Kitcore. Per pound of opium, how much heroin can you 
ret? 
a Mr. Cunnineuam. About 10 percent. 

Senator Kitcore. Then you would get about 1.6 ounces of heroin 
out of a pound of opium? 

Mr. Cunnincoam. That is right. 5,000 pounds of opium will 
roughly make 500 pounds of heroin. 

Senator Kircore. What is 5,000 pounds of heroin worth on the 
legitimate market? 

Mr. Cunnineuam. Heroin sells, we will say in Italy now, legiti- 
mately for about $10 to $15 an ounce. 

Senator Kincorr. What does it sell for in the United States? I 
am talking about the ultimate consumer. 

Mr. CunntnGHaM. Do you mean in the illicit traffic? 

Senator Kitcorre. The ultimate consumer in the illicit traffic. 

Mr. CuNNINGHAM. Well, it will run from $2,000 to $4,000 an ounce. 

Senator Kiigore. So there is a profit there of how much? 

Mr. Cunnineuam. A kilo would cost $1,000 in Italy and would 
bring, by process of dilution, anywhere from $30,000 to $40,000. 
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Senator Kineors. In other words, it is from 30 to 40 to 1? 

Mr. Cunnincuam. That is right. 

Senator Kiugore. The profit is such for the manufacturer of heroin 
from opium from the sale to the ultimate consumers in the illicit 
market in countries like the United States? 

Mr. Cunntneuam. That is correct, sir. 

Now, that 500 tons of opium which we know of in China—and, 
incidentally, they have manufactured some heroin over there. We 
have some of the labels that have been placed on it. Some of it has 
been caught in Japan and some of it in Korea. We have not so far 
been able to identify very much of it. 

Senator Kitcorer. The production of heroin was stepped up by the 
Japanese in Manchuria and in North China during the occupation, 
was it not? 

Mr. CunnincHAM. Before the war Japan agreed to manufacture 
so much heroin, and they did it. After the war, they found 150 times 
that much heroin which had been manufactured, which the Army 
destroyed. 

Senator Kircorr. What was their outlet? 

Mr. CunnrnGHamM. My opinion is that they were going to make a 
lot of addicts out of the Chinese. 

Senator Krucorr. How much of that do you suppose reached the 
United States? 

Mr. CunninGcHaM. Well, now, Senator, we might tell you how much 
was caught, but how much got in I don’t think anybody knows. 

Senator KitGorre. How much was caught? 

Mr. Cunnineuam. We could go back through the years. I don’t 
believe we have the information on the amount of heroin captured 
coming into the United States during those years. 

Now, you must remember this: After the war started shipment was 
curtailed, and you could not get those ships into these ports. Since 
the war the smuggling has been largely personalized rather than in 
packing cases because a man can carry around his waist 25 or 30 
ounces of heroin. An ounce of heroin would be about half the thick- 
ness of a package of cigarettes, or maybe not quite so large. 

I am very happy to say that it is our judgment, from the trend that 
has been going on for the past 5 or 6 months, that we have what we 
believe is a well-justified opinion that the crest may have been reached 
both as to the Micit sale of heroin and the addiction that has been 
flowing therefrom. When I say addiction, I am confining it to opiates 
and not to marijuana. The marijuana situation has been and is bad. 


MARIJUANA MENACE 


Senator Kiicorse. The marijuana situation, shall we say, is a 
Western Hemisphere situation? 

Mr. CunnincHam. Well, it is pretty bad in the United States. 

Senator KitGore. But it comes from the Western Hemisphere? 

Mr. CunninGcHam. Oh, yes. I unhesitatingly say that most of 
the marijuana which gets here and which is peddled in the United 
States comes from Mexico. 

Senator Kiicore. Or is raised in the United States? 

Mr. CunnincHAM. Well, there is not much of-that because its 
potency is not equal to the Mexican marijuana. 


: 
me 
; 
i 
Ba 
* 
Hi 
¢ 
x 


a 
ie, 
fi 





fo 





EE Rs ES Sent A eRe 


ie PIE 


; 


OR ae PAs 


TREASURY AND POST OFFICE APPROPRIATIONS, 1953 303 


Senator Krrcore. No; but I saw acres of it in Louisiana. 

Mr. CunNINGHAM. They grow it as a commercial crop in Kentucky 
for seed purposes, and some of these dealers go down and rob the 
marijuana fields. 

Senator Kitgore. Is it not used as a tincture? 

Mr. CunnincuHam. It is. Cannabis indica is the active principle. 

Senator Kitcore. Of course, it is used legitimately in the drug 

trade as a tincture? 

Mr. CunnineHam. It can be if they register. 

Senator Kircore. I mean that druggists keep it to occasionally 
fill prescriptions? 

Mr. Cunninauam. I doubt whether you would find 2 ounces of 
it in the city of Washington. When they got through with the 
hearings, they reached the agreement that about its best use was to 
color corn medicine. There was no objection to stopping its use. 

There is a great deal of marijuana that comes into the country 
under different names. We selected the name of marijuana, which 
is in our own legislation and which is the Mexican term. But people 
in the Far East have different terms. They-call it hashish and dagga 
and kif, and dozens of other names. 

Senator Kricore. Some call it hemp? 

Mr. CunninaHamM. Well, it is hemp. It is Indian hemp. That is 
the plant. But sometimes they ship it in goat skins as a gummy 
substance, and they smoke that in a pipe. It is more potent than 
the other ; it is concentrated. 

Now, we get a lot of that. The customs get a lot of that coming 
over the borders. I merely attempted to draw the distinction when 
I said addiction because the use of marijuana is not an addiction; it 
is a Vice, nothing but a vice. 


YOUTH AND MARIJUANA ADDICTION 


Senator Kincore. Tell us the connection between marijuana and 
heroin and the effect upon the youth of the country. 

Mr. CunninGHam. There has been a great deal of evidence brought 
to light that a lot of young people are smoking marijuana. Likewise, 
there has been a great de al of evidence obtained that a great many of 
these people graduate into the use of heroin thereafter. 

I would say that from the statements we take from people who come 
into our custody, 70 percent of them, that is, 70 percent of the new 
addicts, state that they began by using marijuana and then graduated 
into heroin. As I stated before, the use of marijuana isa vice. When 
a person becomes addicted to heroin, it is an entirely different 
proposition. 

Senator Kricore. In other words, it is easier to break off from the 
use of marijuana? 

Mr. CunntnGcuam. It is no trouble at all. Just don’t give it to 
them, and that is the end of it. An addict has to have some sort of 
medical treatment when you withdraw opiates from him. 

To repeat, I say that we must logically assume that 50 percent of the 
addicts in this country are going to be addicts until they die, which 
means that if you are going to prevent the spread of addiction you have 
to wage a relentless, continuing fight to prevent those people from 
getting more heroin than they need for their own supply. 
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Senator Kirigore. Well, should they not only be permitted to get 
it under complete medical supervision? 

Mr. CunninGHAM. Well, that is the law now. 

Senator Kirtcore. I mean, must we not fight to enforce that? 

Mr. CunnincHam. We are every day. We have that to contend 
with. 

But the rule of thumb which I think is accurate is that one addict 
is good for four or five during his lifetime. If you don’t decrease the 
amount of narcotics, I mean in the illicit traffic as well as the legitimate 
traffic, to that irreducible minimum, he is going to make more addicts, 
and those addicts are going to continue to be addicts in the ratio of 
about 50 percent until they die or are incarcerated. 

Senator Kiitcore. Is there an inclination on the part of an addict, 
shall we say, to do a little revival work and get other addicts to go 
along with him? 

Mr. Cunnincuam. As I say, the rule of thumb is that one addict 
is good for about four or five more. 

There is no ground for complacency inasmuch as we think the crest 
has been reached for those reasons stated above and for the further 
reason that, if addiction is to be lessened, we must reduce the available 
supply, both medical and illicit drugs, to such a low level that addicts 
cannot make other addicts. 


DRUG ADDICTS IN GOVERNMENT HOSPITALS 


Senator Kitgorre. Now, how many addicts do we now have in our 
Government hospitals? 

Mr. CunninGcHAM. At Lexington the count is down a little, about 
100 from the high point of last year, and I think it is somewhere in 
the neighborhood of—— 

Senator Kitcore. Can you furnish that for the record? 

Mr. CunnrncuaM. We will get it for you. 

Senator Kiicore. Get the figures for the last 5 years and give us 
an annual chart? 

Mr. CunniINnGHAM. All right, sir. 

(The information referred to is as follows:) 


Addict admissions, U. S. Government hospitals Number 

Calendar year: admitted 
on tee. ie eb SO SCe Te no tnS ebsites atta e ised 3, 000 
MOOS. oo Ske: java Sebi Os PBs til SUN AL 2, 700 
Ris chad widens Keebteiheih Dhaka tae) Sergat dake wewtoas 4, 000 
BR as clade ails Sch sp nae npsue in hale alesis ape ampere nieces bak na ices deka wedi 4, 500 

a cal lat estar hls i ncaa tala hin nk clei ea acl date te ee 4, 000 


Senator Kincore. Are there any States that have hospitals, 
whether they are State-supported or private institutions? 

Mr. CunnineHam. New York is creating one. But, for the 
greater part, there are no compulsory laws for the treatment of ad- 
diction in hospitals which the State governments maintain. 


AMENDMENT OF LAW TO AID DRUG ADDICTION CURES 


Senator Kinrcgorn. May I ask this: Would it assist in the situation 
jf the States were to adopt laws, in providing hospital facilities, which 
would permit their courts, without conviction of a crime but simply 
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on a statement of proof of addiction, to commit a man or woman to 
that hospital for cure without getting, shall we say, a criminal charge 
against him? 

Mr. CunnincHam. That would be a wonderful help, Mr. Chair- 
man. New York has-just enacted that type of law. It specifies 
that there shall be no criminal record attached to being committed 
for as much as 3 years in any State hospital in the State of New York. 

Senator Kitcore. Except for voluntary admissions, is it not a 
fact that in the Federal institutions there must be a conviction of a 
crime? 

Mr. Cunninauam. That is right. 

Senator Kincore. And is it not a fact that patients who are 
voluntary admissions can leave? 

Mr. CunninGHAmM. A voluntary patient can leave any time, if he 
desires. 

Senator KitGore. So, even granting a voluntary admission, that 
does not assure, shall we say, a cure? 

Mr. CunNINGHAM. You are quite correct. 

Senator Kitcore. Now, do you believe it is serious enough for us 
to take into consideration the idea permitting the Federal courts, 
for instance, where there is found proof of drug addiction, to authorize 
commitments for cure? 

Mr. CunninaHam. That certainly would be beneficial, if that is 
constitutional. 

Senator Kiircore. I don’t know whether it is or not, but 1 want 
to study it. 

Mr. CunninGHAM. It would be beneficial. There is no question 
about that. 

Senator Kitcorn. One other question along that line. 


DRUG ADDICT REPEATERS 


What do you find in the way of repeaters? Let us say that John 
Doe has gone to Lexington and has been discharged. How many of 
those types of people come back, percentagewise, on second charges? 

Mr. CunnrncHam. Well, we have had one who has been there 17 
times. I would say that the records which we have would indicate, 
that 40 or 50 percent of those who are convicted addicts are convicted 
for second offenses. I will ask Mr. Mitchell, our Assistant Chief 
Counsel, to comment on that. 

Mr. Mrrcneu. Of the people we convict, from 40 to 50 percent 
have at least one prior offense. 

Senator Kircorr. What is the situation in the District and the 
surrounding area? 

Mr. CunnincuaM. Well, Mr. Chairman, last year we arrested in 
the city of Washington approximately 100 dope peddlers. 

Senator Kirgorr. How many were peddlers? 

Mr. Cunnineuam. All of them. 

Senator Kitcorn. They were all peddlers? 

Mr. Cunnincuam. All peddlers. And we removed one of the big 
sources, a fellow named Brown. He is back from prison and is going 
away again. We moved in a short while ago upon the Supreme Court 
confirming a lower court decision on a fellow named Roberts, who they 
call ‘Jim Yellow.” 
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But Washington, for some reason or another, has been in a little 
different situation than other areas, and one of the reasons I can 
explain. In the city of Washington they have to adhere to those 
Supreme Court decisions with reference to search and seizure, and they 
don’t in a great many States, having their own search and seizure laws, 
which are not as strict as the Federal. _It means that here searches 
have to be made pursuant to a search warrant issued on probable 
cause. 


RECOMMENDATIONS FOR AMENDMENT OF NARCOTICS LAWS 


Senator KitGore. What correction is needed in the present law? 
Could you ask your counsel over there to give you a short memo on 
that, as to what would assist the Department of Narcotics in the 
District of Columbia? Would you write a statement and put it in, 
in which you will point out the law by reference and tell what should 
be done? 

Mr. CunninGHAM. Very well, sir. 

(The material referred to is as follows:) 


LEGISLATION Wuicnh Wovu.tp AssIstT IN THE ENFORCEMENT OF THE NARCOTIC 
LAwWs IN THE District or COLUMBIA 


1. A law providing for the compulsory civil commitment of nonmedical drug 
addicts, and a law establishing an institution or setting aside a part of an existing 
institution for the treatment of nonmedical drug addicts. 

2. A law providing that violation of the District of Columbia Uniform Narcotic 
Drug Act is a felony and providing a sentence of from 2 to 5 years for a first offense, 
5 to 10 years for a second offense, and 10 to 20 years for third and subsequent 
offenses, with no probation except as to first offenses. 

3. A law prohibiting sale to, and possession of hypodermic needles by, non- 
medical drug addicts. 


4. A law making the Uniform Narcotic Drug Act of the District of Columbia 
applicable to synthetic narcotic drugs. 


ENFORCEMENT OF NARCOTICS ACT 


Mr. CunninGcuam. Now, in addition to the additional money which 
the Congress gave us last November, the so-called Boggs Act was 
approved by the President. For 20 years those of us who had been in 
the service so long realized we were just on a merry-go-round. We 
arrest 5,000 people one year, with the sentences averaging 18 months, 
and a great many would come out on parole. Then the next year we 
would make that many more arrests, and a majority of those previously 
arrested would be back out on the streets. 

So it was a merry-go-round. We have sought, through all those 
years, to get an agreement for a minimum sentence bill. 

The year before last, Mr. Boggs from Louisiana, at the instance of 
the Federal grand jury in New Orleans, who complained they were 
spending a third of their time on narcotics cases and that most of the 
defendants were repeaters, wanted to know if he could do something 
about it, and he called upon us. 

We donated a lot of time to this matter and finally came up with a 
bill which is now law, and the Department of Justice approved it. 
It went into effect on November 2. That act in substance fixes the 
punishment for narcotics violators on the first offense at from 2 to 5 
years, from which the courts may probate if they so desire. The 
second offender must get 5 to 10 years. Subsequent offenders must 
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get 10 to 20 years. The second and subsequent offenders have to 
take that minimum. Of course, they can be paroled by the parole 
board if they deem it proper. 

There is no doubt that that is going to be a great deterrent, because 
a lot of these racketeers are already saying that they are not going to 
go up against any sentence like that. You take a man who is a third 
offender, with three or four counts against bim, and the judge can give 
him the rest of his life if he wants to, but he has to give him 10 years, 
and they don’t like 10 years. 

You may have noticed last year that with this money we were able 
to capture a fellow they call Waxey Gordon, whose real name is 
Wexler. We have been after him for some years and didn’t get very 
close. But with this money we were able to settle Mr. Gordon, and 
we took the case into State court. He was a fourth or fifth offender, 
but anyway he has two 25-year-to-life sentences. So he is finished. 

Senator Kirgore. Are they running concurrently? 

Mr. Cunnineuam. I think the judge didn’t specify, so I imagine 
they will be concurrent. But he is a man 63 years of age. 

Now, out on the Pacific coast, we arrested a fellow named Chapman. 
He was an extensive dealer indrugs. Wearrested a man named Levin, 
who was a big dealer in drugs. In New York there were seven or 
eight. There was a man named Tornello. These are not addicts. 
These are peddlers. And I mean wholesale dealers in drugs. 

Senator Krieore. Big shots. 

Mr. CunnincHam. That is right. We went up in Connecticut and 
brought in a man named Maresco, who was their No. 1 man. 

Senator Kircgore. By the way, did you know that Waxey Gordon, 
through a lawyer in Washington who formed a bunch of dummy 
corporations, bought enormous quantities of medical supplies from 
the United States Government in the surplus property sales, doing it 
all through various dummy corporations? 

Mr. Cunnineouam. I didn’t know that. 

Senator Kiicore. I would suggest that you read the reports of the 
Committee on Investigation of National Defense, in which the citizens 
of the United States and the counties and States were having to go to 
Waxey Gordon and buy hospital supplies that were sold at figures 
much lower than the market value. At the same time, Waxey Gordon 
said he was broke and couldn’t even pay his fine at Atlanta Peniten- 
tiary. 

Mr. Cunnincuam. I remember that case. Well, in 1928 or 1929, 
when I was in New York, Waxey owned the Piccadilly Hotel, which 
must have been worth $5 million. 

Senator Kirgorr. But vou could not prove it? 

Mr. CunninGcuam. No, but we knew it. 


STATE NARCOTICS LAWS 


Senator Kircorr. Have you ever checked the laws of West Vir- 
ginia? I think on this conviction matter West Virginia has ideal 
laws. We have very stiff penalties on narcotics. 

Mr. Cunninenam. Oh, yours was the first State that passed it. 

Senator Kingore. But we have an additional law that nobody 
pays any attention to. We make narcotics sales a felony, and 
under our Habitual Criminal Act, we don’t say so much for the first 
offense. We say arbitrarily the judge must add 5 years to the second 
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offense, and for the third offense it is a mandatory life imprisonment 
sentence. I think it is the stiffest law in the United States, that not 
only affects the general law on all felonies; it is that Habitual Criminal 
Act, which we don’t have to fool with very much. But it also affects 
the narcotics law, because it makes the narcotics law for the repeater 
much more severe than the narcotics law we have, which is a pretty 
stiff law. 

Mr. CunninGHam. That is worth looking into. 

Senator Kircore. It is rather interesting. You see, Michigan 
has a law whereby it works out at four times. And the offenses can 
be committed anywhere within the jurisdiction of the United States 
courts. In other words, a man who is convicted in Hawaii and then 
gets into West Virginia and commits a felony is up against a second- 
offense penalty, and if he has committed a felony in Hawaii and one 
in Alaska and then goes into West Virginia for his third offense, that 
is mandatory life penalty. 

Mr. CunnINGHAM. There are 10 or 12 States that have passed this 
penalty for narcotic violations up to date. Kentucky passed it last 
week. And it is going to be taken up, in my judgment, practically 
by all the States. 

Senator Kirgore. But I do think also, along with that, we should 
put some curative institutions into the States. 

Senator Ecron. I wanted to ask Mr. Cunningham, Mr. Chairman, 
What percentage of the dope peddlers are addicts themselves? 

Mr. Cunnincuam. I would say, Senator from 85 to 90 percent. 


DRUG ADDICTION IN FEDERAL PENITENTIARIES 


Senator Ecron. Well, now, when you apprehend those peddlers and 
send them over the road, committed to a penitentiary, for instance, 
what becomes of their addiction? Do you go ahead and feed them? 

Mr. CunNnINGHAM. All individuals convicted of Federal crimes now, 
under the law, who are addicted to narcotic drugs go to Fort Worth, 
Tex., or Lexington, Ky. In other words, if a man is convicted of 
bank robbery, they put him in one of those institutions if he has an 
active narcotic habit, and when cured they move him into a penal 
institution. That is very necessary, because back years ago when they 
started talking about these hospitals they wanted to do something to 
keep these addicts from contaminating convicts in penitentiaries. 
If they will contaminate convicts, what will they do to people on the 
street that are foot-loose? When I started to work, 32 years ago, 
they were confined in three places. These men are geniuses. I have 
seeh many men come out of the penitentiary saying, “I got on to 
narcotics when I was in the penitentiary.”’ 

As I said when you came in, we have just got to admit the fact that 
50 percent of the people addicted to narcotics are going to remain 
addicts the rest of their lives as long as they are in the streets where 
it can be obtained. If you put them in Lexington for 2 years, if 
there is nothing pathologically wrong, they will have them off the drug 
in 2 to 3 weeks, but as to whether he is cured, that is a debatable 
proposition. I will say their records indicate that 20 percent. of those 
people don’t come back down there. Their follow-up system, they 
admit, is not sufficient. They don’t have sufficient laws to do it. 

As I say, we have a record of one man being down there 17 times. 
He is getting up in years. 
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BUDGET REDUCTION 


Senator Ecron. How does the budget recommendation compare 
with your request, Mr. Cunningham? 

Mr. Cunnincuam. Senator Ecton, it is $84,000 less than we asked 
for. 

Now, since you have mentioned that, I want to make this observa- 
tion. We have our money divided into two uses. The first one is 
for the payment of personal services. And all the rest of it is opera- 
tion. Under this estimate we have, for 275 agents, or 421 employees, 
of course the salaries are going to be a fixed proposition. 

Now, I am not critical of the Budget Bureau, but that cut comes 
out of operations and can’t come from anywhere else, unless we de- 
crease the personnel to make up that amount so we could still have the 
same amount of operating money which we requested. 


ADMINISTRATIVE PERSONNEL VACANCIES 


Senator Ecron. I hesitate to ask these questions, Mr. Chairman. 
Maybe you have covered them already. How many vacancies do 
you have now? 

Mr. CunninGcHam. In the Bureau? We have a full force. 

Senator Ecron. You have a full force. So there are no vacancies. 

Mr. CunNINGHAM. I mean agents. We have, I think, 21 vacancies 
in the clerical force. We attempt to employ in our field offices young 
men as Clerks, train them to become agents, right up into the business. 
And it is a little difficult now to get the right type of young man. 

Senator Ecron. Could you submit for the record a comparative 
personnel table for the past 10 years, for instance? 

Mr. CunnincHam. We have it here for the past 22 years. 

Senator Ecron. If you have it, we will just put it in the record. 

Mr. Cunnineuam. I will just tear this out. 

(The material referred to is as follows: ) 


Cennparnties statement, Sener eens: and Peareree 


! 
Number of personnel 


Appropria- | Field 


Fiscal year tion ee Mee aie 24 Depart- 


| mental 
Agents | 


Total em- 


District su- | ployees 


| pervisors | 


| 
Clerks | employees 


1930 E bitiiwes btiesi dial Seah 260 | 
1931___. sitletdel tenia te ceie ive dinl<. tin ae 
MO iti te SS Be BT: , 708, 528 
1933 ikem ids | 1,525,000 
1934 pidbtninelidc ceded ..---| 1,400,000 | 
1935 : , 244, 899 
1936 ate alltel ts eadisahs diecstads pa chisiel' <, AA 
1937 6a eh ees , 275, 000 
1938__.... nudokuiartdssten tas eee A 
1939... jibes dat MS iaaika’ , 267, 600 | 
1940... _ bbtdedas..soti5h: , 306, 700 | 
1941 / . ual | 1,308, 869 
1942 Mita ingea see , 278, 475 | 
1943 pill oaphlccdelcudh b onbiite a’ 315, 560 
1944 bidecebescccnicucliat . earnest 
1945 : , 338, 467 | 
1946 Sehbaaats Sach | 1,397,000 
1947 sawed , 300, 000 | 
1948 a dietitian cruise addict « , 430, 000 | 
1949 , 542, 270 | 
NU Si Ss abbas ice. Leilil Lee 
eee A , 850, 000 | 
1952 ‘ i : 2, 500, 000 


266 « | | 
256 | | 
257 | } 
245 | 
238 | 
249 | 
241 | | | 
222 | 3 | 87 | 
216 
216 
217 
220 | 
212 
192 | 
174 | 
176 
175 
165 
160 
170 
162 | 
173 | 
259 


| 
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ADDITIONAL AGENTS UNDER PRIOR YEAR APPROPRIATIONS 


Senator Ecron. How many additional agents were put on under the 
supplemental that was passed last year? 

Mr. Cunnincuam. Fifty-seven under the supplemental; eighty- 
seven under the increase up to $2,100,000; and the supplemental 
added fifty-seven. That is correct. 

Senator Ecron. Could you also file for the record the estimated 
cost or value of narcotics seized and disposed of in the last 5 years? 

Mr. Cunninauam. We can tell you the legitimate market value. 
We have that here. 

Mr. Wipmayer. This is the same type of statement we submitted 
for the House hearings. 

Senator Ecron. If we had just a summary, that would be sufficient. 

Mr. CunninGHAM. May we enter that into the record when it 
comes up? 

Senator Ecron. Yes. 

Mr. CunnincHam. We will be delighted. 

(The information referred to is as follows:) 


Value of narcotics shipped by Drugs Disposal Commitiee to national stockpile, ard to 
other Government agencies, fiscal years 1947 through 1951 


Estimated origina/ 
cost ! 


POT Ce eS ye ie eT. coed $1, 821, 735. 77 
MRR oul ec egos k-) dae teste debian dat cepa eed 1, 384, 373. 76 
| See Ya EELS + ERS TE “Pee RE eT TS 356, 672. 55 
|) Reet agen ie ce ile oa SEE anal select eae BT vais Sail 3, 125, 82 
ee. seo PO eR ee Ra Ge SET es SO EE 1, 209, 640. 02 


! Represent the estimated original cost of the preparations, not of the narcotics alone, and do not represent 
present values. 


CONTROL OF NATIONAL SUPPLIES OF NARCOTIC DRUGS 


Mr. Cunnincuam. On the point of those drugs, I might say to you 
that the National Resources Board has given the Bureau of Narcotics 
complete control of national supplies of narcotic drugs, to exercise our 
judgment as to the adequate amounts and safe storage and availability 
of disaster storage points. 

We do that as a labor of love. We ask for yo more money at all for 
taking care of that. We have drugs now placed judiciously throughout 
the United States for disaster purposes. 

Incidentally, we have turned over to the Public Health Service a 
large quantity of drugs for the same purpose which they have stored 
within their Public Health Service hospitals over the country. 

Let me add this additional statement, Mr. Chairman. We have 
continued our cooperation with the armed services, and expect to so 
continue. We have estimated it takes the time of about 20 narcotic 
agents around the whole year to take care of these efforts to cooperate 
with the armed services, both as to violations around military estab- 
lishments and draftees and similar matters. 

Senator Kitcorr. When you seize a shipment of heroin, shall we 
say, can that be put back into morphine content? 

Mr. CuNNINGHAM. Yes, sir. 

Senator Kitcorr. So that you can actually convert the drug 
seized, say with the exception of marijuana, into useful medica! 
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supplies for various agencies of Government having to do with the 


armed services? 

Mr. CunnincHamM. No. 
percent correct. 
national stockpile. 


Up to a certain point you are a hundred 
These drugs are converted and turned over to the 


Senator Kitcore. But I say they can be converted into things that, 
shall we say, the pharmacopoeia admits are useful in our normal 


practices of medicine and surgery? 
We destroy no drugs which have any 


Mr. CUNNINGHAM. Yes, sir. 
medicinal value. 
Senator KiLcore. 


I do not know whether I have asked this or not, 


but could you put in a statement showing the reasons for the suggested 
language changes in the 1952 appropriation bill? 


Mr. CUNNINGHAM. Yes, sir. 


(The information referred to is as follows: ) 


STATEMENT OF LANGUAGE CHANGES 


DELETION 


‘purchase of chemical 
testimony thereon”’ 


analyses and 


and 


“expenses of seizure, 
disposal of property” 


custody, 


‘not to exceed $10,000 for the collec- 
tion and dissemination of information 
and appeal for law observance and law 
enforcement, including cost of printing; 


JUSTIFICATION 


Covered by language permitting serv- 
ices as authorized by section 15 of the 
act of August 2, 1946. 

Covered by 21 United States Code 
173. Expense is therefore authorized 
by substantive laws. 

Determined as ‘‘necessary expenses’ 
of the Bureau by decision of the Comp- 
troller General of the United States on 
November 30, 1951, No. B—106230. 


’ 


securing of information and evidence;’’ 


Senator Kiiegore. All right. 
bring in? 

Mr. CunninGHaM. There is one other matter I wanted to mention. 
After the President, signed the minimum-punishment bill, having 
enough men and enough money, we put on a concerted effort day and 
night, and on January 4 we actually took into custody 476 peddlers. 

Senator Kiteore. I remember that. 

Mr. CunninGuam. There is going to be 40 to 50 percent of those 
people who are second and subsequent offenders, and they are going to 
have to go away. That indicates that with a sufficient amount of 
money you can operate properly. 

Senator Kiireore. One question, 
nection between, shall we say, ¢ 

Mr. CunnineHam. Oh, yes. 

Senator Kiiegorn. In other words, the big body of criminals are 
addicts; is that right? Particularly your vicious type of criminal? 

Mr. CunniNGHAM. Well, not in the sense of having a tolerance for 
it, but we have case after case where men go out and commit armed 
robbery and take a shot of heroin before they do it. It gives them 
false courage. 

Senator Kricore. That is what I mean. 
ly for stimulation to do certain things. 

Mr. CunninGHaM. That is exactly right. 


Is there anything else you wanted to 


there: Isn’t there a direct con- 
crime on a big scale and addiction? 


They use drugs frequent- 
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ADDITIONAL AGENTS UNDER PRIOR YEAR APPROPRIATIONS 


Senator Ecron. How many additional agents were put on under the 
supplemental that was passed last year? 

Mr. Cunnrncuam. Fifty-seven under the supplemental; eighty- 
seven under the increase up to $2,100,000; and the supplemental! 
added fifty-seven. That is correct. . 

Senator Ecron. Could you also file for the record the estimated 
cost or value of narcotics seized and disposed of in the last 5 years? 

Mr. CunninauaM. We can tell you the legitimate market value. 
We have that here. 

Mr. Wipmayer. This is the same type of statement we submitted 
for the House hearings. 

Senator Ecron. If we had just a summary, that would be sufficient. 

Mr. CunnincHAM. May we enter that into the record when it 
comes up? 

Senator Ecron. Yes. 

Mr. CunnincHaM. We will be delighted. 

(The information referred to is as follows:) 


Value of narcotics shipped by Drugs Disposal Commitiee to national stockpile, ard to 
other Government agencies, fiscal years 1947 through 1951 


Estimated original 

cost | 
POST ESOL EON i a se eae hi. seas $1, 821, 735. 77 
ORR ib ebiesin ccs os s-3 das ed en Bee dab uae: cae 1, 384, 373. 76 
Ae inise telthdia Bens daparahc Hak cecvats om Milne teach eds Aiea cds tatiaha cite nes eestor Shs 356, 672. 55 
RR EA bee eo. aS Fc i ila SET se a eet a gis eke ee 3, 125. 82 
Ne ec ee ee oe ns Cee Pe a EI ee. Na 1, 209, 640. 02 


1 Represent the estimated original cost of the preparations, not of the narcotics alone, and do not represent 
present values. 


CONTROL OF NATIONAL SUPPLIES OF NARCOTIC DRUGS 


Mr. CunninGHam. On the point of those drugs, I might say to you 
that the National Resources Board has given the Bureau of Narcotics 
complete control of national supplies of narcotic drugs, to exercise our 
judgment as to the adequate amounts and safe storage and availability 
of disaster storage points. 

We do that as a labor of love. We ask for no more money at all for 
taking care of that. We have drugs now placed judiciously throughout 
the United States for disaster purposes. 

Incidentally, we have turned over to the Public Health Service a 
large quantity of drugs for the same purpose which they have stored 
within their Public Health Service hospitals over the country. 

Let me add this additional statement, Mr. Chairman. We have 
continued our cooperation with the armed services, and expect to so 
continue. We have estimated it takes the time of about 20 narcotic 
agents around the whole year to take care of these efforts to cooperate 
with the armed services, both as to violations around military estab- 
lishments and draftees and similar matters. 

Senator Kitcore. When you seize a shipment of heroin, shall we 
say, can that be put back into morphine content? 

Mr. CuNnNINGHAM. Yes, sir. 

Senator Kincore. So that you can actually convert the drug 
seized, say with the exception of marijuana, into useful medical 
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supplies for various agencies of Government having to do with the 
armed services? 

Mr. Cunnincuam. No. Up to a certain point you are a hundred 
percent correct. These drugs are converted and turned over to the 
national stockpile. 

Senator Kitcore. But I say they can be converted into things that, 
shall we say, the pharmacopoeia admits are useful in our normal 
practices of medicine and surgery? 

Mr. CunninGuHaM. Yes, sir. We destroy no drugs which have any 
medicinal value. 

Senator Kricore. I do not know whether I have asked this or not, 
but could you put in a statement showing the reasons for the suggested 
language changes in the 1952 appropriation bill? 

Mr. CUNNINGHAM. Yes, sir. 

(The information referred to is as follows:) 


STATEMENT OF LANGUAGE CHANGES 
DELETION JUSTIFICATION 


‘‘purchase of chemical analyses and Covered by language permitting serv- 

testimony thereon’’ ices as authorized by section 15 of the 
act of August 2, 1946. 

“expenses of seizure, custody, and Covered by 21 United States Code 

disposal of property” 173. Expense is therefore authorized 
by substantive laws. 

‘not to exceed $10,000 for the collec- Determined as ‘‘necessary expenses”’ 

tion and dissemination of information of the Bureau by decision of the Comp- 

and appeal for law observance and law troller General of the United States on 

enforcement, including cost of printing; November 30, 1951, No. B—106230. 

securing of information and evidence;”’ 

Senator Kitcgore. All right. Is there anything-else you wanted to 
bring in? 

Mr. Cunnincuam. There is one other matter I wanted to mention. 
After the President signed the minimum-punishment bill, having 
enough men and enough money, we put on a concerted effort day and 
night, and on January 4 we actually took into custody 476 peddlers. 

Senator Krrgore. I remember that. 

Mr. CunninGHAM. There is going to be 40 to 50 percent of those 
people who are second and subsequent offenders, and they are going to 
have to go away. That indicates that with a sufficient amount of 
money you can operate properly. 

Senator KitGorre. One question, there: Isn’t there a direct con- 
nection between, shall we say, crime on a big scale and addiction? 

Mr. Cunnincuam. Oh, yes. 

Senator Kiieore. In‘other words, the big body of criminals’ are 
addicts; is that right? Particularly your vicious type of criminal? 

Mr. CunninGuam. Well, not in the sense of having a tolerance for 
it, but we have case after case where men go out and commit armed 
robbery and take a shot of heroin before they do it. It gives them 
false courage. 

Senator Kitcorr. That is what I mean. They use drugs frequent- 
ly for stimulation to do certain things. 

Mr. Cunnineuam. That is exactly right. 








312 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


COMPARISON OF DRUG SEIZURES AND EXPENDITURES 


Senator Ecron. Mr. Cunningham, I think it would be interesting 
if we had a comparison between the amount of money that is being 
expended for the operation of the Narcotics Division and the value of 
the seizures in the same year, for instance. 

Mr. Cunnincuam. I will be glad to give you that, but it would have 
to be in terms of the illicit traffic, because it is heroin that is causing 
the trouble. 

Senator Ecron. I think it would be appreciated if you would put 
that in the record. It would be most enlightening for the record. 

Mr. CunNINGHAM. Very well, sir. 

(The information referred to is as follows:) 


Statement of purchases and seizures and fines and compromises under Federal 
narcotic and marijuana laws 
Seizures and purchases: 


Appraised value of seized vehicles - _ _ - Pe ca $393, 422 
Narcotic drugs seized and purghased- : jopecegss. SER BOS 
Marijuana seized and purchased __ . 1597, 187 
United States court fines, accepted offers in compromise, ete. __. e 34, 810 
Collection on transfer tax accruing from illicit marijuana transactions. 25, 988 
1, 371, 312 


i The amounts noted represent estimated illicit wholesale values. 
1952 OBLIGATED FUNDS TO DATE 


Senator Kitcore. I wish you would put in the record how much 
has been obligated to date from the amount set aside in the 1952 
bill for the purchase of evidence. 

Mr. Wipmayer. I have that, sir. 

Senator Kitcore. Will you put that in the record? 

Mr. WipMaAYER. Yes, sir. 

(The information referred to is as follows:) 

Obligations for purchases of evidence as of January 31, 1952, $117,875. 

Senator Kitrcors. Gentlemen, if there is nothing else, thanks very 
much. 

Mr. Cunntneuam. Thank you, Mr. Chairman. 


BuREAU OF THE MINT 
SALARIES AND EXPENSES 


STATEMENTS OF MRS. NELLIE TAYLOE ROSS, DIRECTOR OF THE 
MINT; LELAND HOWARD, ASSISTANT DIRECTOR OF THE MINT; 
TIMOTHY E. RUSSELL, CHIEF ACCOUNTANT; AND FREDERICK 
W. TATE, ASSISTANT CHIEF ACCOUNTANT 


1953 BUDGET ESTIMATES AND JUSTIFICATION 


Senator Kirtcore. The committee will now hear the presentation 
by officials of the Bureau of the Mint. The 1953 estimate is $5,780,000, 
as compared to $4,600,000 for 1952, or an increase in 1953 of $1,180,000. 

At this point of the record there will be inserted the summary 
appropriation estimate and justifications submitted in support of the 
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1953 fund request. To save time, and if agreeable to you, Mrs. Ross, 
there will also be inserted your prepared statement, and I might 
suggest that you just highlight its contents for the benefit of the 
committee. You can rest assured your general statement will receive 
every consideration by members of the committee. 

Mrs. Ross. Thank you, Mr. Chairman. 

(The material referred to is as follows:) 


Salaries and expenses, Bureau of the Mint, 1958 standard classification schedule 


i | 
| Increase (+) 
Appropria- | Appropria- | decrease (—) 
| tion estimate,! tion estimate,! 1953 estimate 
1952 1953 | over 1952 

} | estimate 


1,025 | 1, 349 | 324 
989 | 273 | 284 


Total number permanent positions... . 
Average number of all employees. - - 


a] 


Object of Expenditure 
Personal services: 
Departmental: 
Net permanent. : 251, 449 | 275, 659 +$24, 210 
Regular pay in excess of 52 weeks. - , 1,000 | , 000 


Total departmental patch oe dage 252, 449 | 276, 659 
Field: | 
Net permanent : E | O51 | 4, 418, 641 | +993, 590 


Regular pay in excess of 52 weeks_. a vecd 000 18, 000 | +4, 000 
Payment above basic rates , ; : 000 52, 000 — 58, 000 


+24, 210 


Total field _ - ‘ d aanteakh 051 | 4, 488, 641 | +939, 590 
Seeger eesun inane ~= 


Total personal services : | 500 | 4, 765, 300 | +963, 800 
Travel... . soln lied alk sit , / ipSnies . . | 5, 000 | 25, 000 : 
Transportation of things............- wae , 000 | 12, 000 |. 
Communication services 000 | 15, 000 | ; 
Rents and utility services. 000 330, 000 | +84, 000 
Printing and reproduction . ‘ | , 500 10, 500 | _- 

Other contractual services. __ | 20, 000 | 30, 000 +10, 000 
Supplies and materials | 000 | 485, 700 | +121, 
Equipment 2 000 | 100, 000 

Refunds, awards, and indemnities__ , 000 | 4, 000 

Taxes and assessments | 2,000 | 2, 500 +500 


Total appropriation or estimate_. -- . . | 1 4,600, 000 5, 780, 000 | +1, 180, 000 


! Does not include anticipated supplemental for 1952 to cover cost of authorized pay increases of $465,000 
which includes $130,000 under Public Law 201 and $335,000 for program requirements. 
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Analysis of appropriation base for fiscal year 1953 


Regular appropriation, 1952 act. _--__-...-.2 <2. eet $4, 600, 000 
Supplemental appropriation for 1952_._._._..........-..--------- 0 
Rotel appreerinkiens 1OGB Wu. indi oop cerciee ven toed bance 4, 600, 000 
Reductions: 
1. Manufacture of coins (domestic) ___--._-_-_.--- $75, 446 
2. Processing deposits and issues of monetary metals 
pee eee. it bo ess eS. EEC 18, 251 
3. Protection of monetary metals and coins----_--.~-_- 11, 757 
4. Refining gold and silver bullion.___._........-- 4, 664 
Hyp eS egg eee St eagaes 1, 582 
— 106, 700 
Additions: ae 
1. Manufacture of coins (domestic) ........-._---- 38, 376 
2. Processing deposits and issues of monetary metals 
Nee ewer awk canted 40, 788 
3. Protection of monetary metals and coins__-_--_--_-- 60, 038 
4. Refining gold and silver bullion_-_-_-_--._.----- 16, 418 
i Ee oe Cao ceceume o 9, 380 
+ 165, 000 
Adjustment in base (net)...........-.--.------- Oe wie Anteale aan + 58, 300 
Appropristion bese for 1953... ....-...........----.,22% 4, 658, 300 
Increase over appropriation base for 1953__.__.__...-.-----.------ 1, 121, 700 
Appropriation estimate for 1953__........-...------------ 5, 780, 000 
Increase from total appropriation, 1952._............-...-.------ 1 1, 180, 000 


1 Does not include anticipated supplemental for 1952 of $465,000 which includes $130,000 to cover cost of 
authorized pay inceases undrer Public Law 201 and $335,000 for program requirements. 


Comparison of eppreny ation base with appropriation estimate io 1953 


























| 
Appropriation base | Appropriation esti- Increase or 
for 1953 mate for 1953 decrease 
Activity ey Pee Cid ene eis i 
|Av erage Average Average 
posi- Amount | posi- Amount posi- Amount 
tions | tions | tions 
aes ah, NRW e ee eRe ae Sy re emi eeras Pate ag et 7 in 
1. Manufacture of coins (domestic) -__.__-| 530 | $2, 545,900 | 844 | $3, 667, 600 314 | $1,121,700 
2. Processing deposits and issues of mone- | 
tary metals and coins_--.-- 189 | 891, 900 | 189 BER ee dndceesiclvciosdcncice 
3. Protection of monetary metals and 
ON A no ree en ee \ OR Sener SRR io ROO. oe 
4. Refining gold and silver bullion_____-__| 64 | 301, 600 | 64 SEE I nideb eakeaoddetauiies 
&. Executive direction... ................-. 12 | 123, 000 0 | 12 SNe Faoatdnvdl aicentceesa 
Increase over appropriation base __--| 959 | 4,658, 300 1,273 | 5,780,000 314 1, 121, 700 
Adjustment in base (net) .._..........-.-- | +30 —58, 300 icsslaaay dads > caieed eit teees —30 +58, 300 
fenemcereeed eee nega teenie 
Total, appropriation 1952, and | | 
appropriation estimate for 1953__--| 989 | 14,600, 000 1,273 | 5,780,000 a 1 1, 180, 000 








1 Does not include » eitieghiet vinieinenbal for 1952 of $465,000 which includes $130,000 to cover cost of 
authorized pay increases under Public Law 201 and $335,000 for program requirements. 





EXPLANATION OF ESTIMATES BY ACTIVITIES 


1. Manufacture of coins (domestic) (increase, $1,121,700) 


There has been marked improvement in the mint’s operating procedures as 
evidenced by reduction of manufacturing costs during the past 5-vear period. 
Coinage production costs, by denominations, were actually lower in fiscal 1951 


than they were 5 years ago although wages and material costs have increased 
considerably during that time. 
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_Ceinage prediction: costs, per 1,000 pieces, for 1946 and 1951 


‘ l-cent | 5-cent | 10-cent | 25-cent | 50-cent 


— ibdebieinkiekioransuiio oe aek ns ae  e 


Spies 5-0 sass: cuned $1. 59 | $2. 81 | $2.12 | $5.10 | 
-| a |). 13. 22 | a0 | 4.51 | 
is | | 


1 Peaiibitiies in 1951 limited to 41,000,000 pieces. 


Funds available in fiscal 1952 for coinage allow for production of approxi- 
mately 1,325,000,000 pieces. That quantity, together with an opening inventory 
of 51 million pieces on July 1, 1951, will provide a total of 1,376,000,000 pieces 
for the current year. Total deliveries in fiscal 1951 amounted to 1,522,678, 198 
coins. The coinage demand generally follows the trend of business activity, and 
based on the assumption that business will continue at its present tempo, it appears 
that the mint will again be hard pressed to provide the coins required for the 
country’s business transactions. 

An expanded coinage program for the fiscal year 1953 contemplates production 
of 2 billion domestic coins; an increase of 675 million over the current year. 
It is hoped that the additional quantity in 1953 will enable the mint to fill all 
requisitions from the Federal Reserve banks. The current demand is running 
ahead.of production and the mints have practically no inventories at the present 
time. Furthermore, a large backlog of orders remains unfilled and the banks have 
been rationing-coins for several months. Unless there is a sudden sharp reversal 
in the trend of business activity, it appears that the above quantity will be neeted 
to satisfy coinage requirements in 1953. 


Production, delivery, and inventory summary, fiscal years 1952 and 1953 


Pieces 
Inventory beginning fiscal year 1952_ ; 51, 000, 000 
Estimated production, fiscal years 1952 and 1953____- 3, 325, 000, 000 


Total pieces available for delivery - L 3, 376, 000, 000 
Estimated deliveries, fiscal years 1952 and 1953 sae ~3; 275, 000, 000 


Estimated inventory, close of fiscal 1953 id 101, 000, 000 


Comparison of actual deliveries of coins during the period 1940 to 1951 with estimated 
deliveries during the fiscal years 1952 and 1953 

Fiscal years— 
1952 and 1953 estimated deliveries per year (average) - 1, 637, 500, 000 
1951 actual deliveries. _ _.. . 1, 522, 678, 000 
1950 actual deliveries _ _ _ 494, 963, 000 
1949 actual deliveries : 995, 769, 000 
1948 actual deliveries _..-. 1, 094, 941, 000 
1947 actual deliveries _ __ 1, 390, 354, 000 
1946 actual deliveries ; site 4 in ns Suissa 
1945 actual deliveries _ _ _- 2, 589, 259, 000 
1944 actual deliveries. __- uty PRE 2, 309, 032, 000 
1943 actual deliveries _ _. Liat 5 : ._.. 1, 778, 663, 000 
1942 actual deliveries. __- reer hie oh 1, 664, 027, 000 
1941 actual deliveries.___.__.____- _. 1, 547, 122, 000 
1940 actual deliveries. ______- ; : J 811, 488, 000 


Coinage activity at the United States mints, fiscal year 1951 


[Pieces] 
el $$ —___._____— 
Coins pro- | Coins deliv- | Balance on 
} duced, fiscal | ered, fiscal hand, June 30, 
year 1951 year 1951 1951 


Balance on 
hand, July 1, 
1950 





Long lesen: Bact chiens Ui oe eat le tek) is bemoan | 29, 448, 987 
Seams Seat 74, 670, 886 | 40,845,462 | | 96,373,397 19, 142. 951 
wee "| a7’9g1;448 | 161,741,557 | 178, 208, 652 524, 353 
MM one Tons so tad 6.491.628 | 72,013,352 77, 240, 517 | 1, 264, 463 
50-cent 12,801,076 | 17, 229,837 29, 095, 785 | 935, 128 


416, 173, 302 | 1, 157, 820, 778 1, 522, 678, 198 ‘| 51, 315, 882 
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The following tabulations show actual production and costs in 1951, and 
estimated production and costs during the fiscal years 1952 and 1953: 


Actual domestic coinage, fiscal 1951 


























att Number of | Cost of 
Denomination pieces produced thousand = Total cost 
Rs he Sah i ebb cgsshenssnca wae aibntinpiae eae | 865, 990, 570 $1. 21 $1, 050, 722 
ae nhc Suen boas « bobn Wiad. Shales ixeal 40, 845, 462 3. 22 131, 419 
I chee. daapilana ene chsh koe a gape Rane ee wd aetna 161, 741, 557 2.10 338, 918 
PONS, « ckiawicaned cect adliak stk os bad aire kit gallate aes attics 72, 013, 352 4. 51 325, O11 
oe teehee dhdwecckekuc- SS aaa ae trea at ae 17, 229, 837 7.59 130, 705 
NES ic. doenimsimeiedh «tex cecengith oe dee ambien s DSR BOD. FER hincctmesaseinns ws 1, 976, 775 
a 
Estimated domestic coinage, fiscal 1952 
Number of 
Denomination pieces to be Cost per M Total cost 
produced pieces 
SRS a tt aaah dinmtaaa eb iinaie amanda cd maaan beinel a 916, 000, 000 $1. 22 $1, 117, 100 
NN «ot <i a0 con thee ati uarichie xantatiie ait Raia ae Ate mae 128, 000, 000 3, 25 415, 500 
Sh cucctacnal ceesetne ososdnabbotoee Seek tedonlcn 171, 000, 000 2.12 361, 900 
SS 0s he Sas ets ee eh ee ee 75, 000, 000 4.55 340. 900 
PPE aha ick iecktesweauinwistndinkitntalanekawacvial 35, 000, 000 7. 65 267, 600 
a aes cal hid cial alk cea uisht ees madd és ane LS SOR EE fac nnvcasnoutnnws 2, 503, 000 
II. 5 3 Sissons Shinn ek isa Semon g Bhs ane eee Ueeeanbke ebblwlalip Uedctesicdbiee 100, 000 
ptt am enn eh shatanneimetiieoicaesina ahcgles Nodeibikve aan seen ae 2, 603, 000 
1 Unit cost increases, over 1951, due to per annum salary increases, 
Estimated domestic coinage, fiscal 1953 
- + oy Number of | 
Number 0 
Denomination pieces to be tae per M Total cost 
produced pieces 
RNG 3. 5 cnciencisinencs Boe cubut cadeetseckasaueeabeneee 1, 379, 000, 000 $1. 16 $1, 592, 900 
I recta ba eras OU RRRRALE be dashcnd tn acer acei pr nhininaige kite ieee eee 191, 000, 000 3.05 581, 900 
in ed nod sin cciccensanneeaeiens akacae ieciees aid 260, 000, 000 1.99 517, 600 
kink aust ntpa sands sannn> aaekninnes akc ante 116, 000, 000 4.19 486, 300 
hee Se oe iin icbttcanweechwhan ee seeenaee ks 54, 000, 000 7.20 388, 900 
ee i a ele le 2, 000, 000, 000 j............-.-. 3, 567, 600 
IR AagnegSsina saad te Secbeanbwinaecuncedans shidipnedeusysalect calnereeebiclekin 100, 000 
| 





Coinage-production costs, by denominations, have been decreased in the above 
table for 1953, from 1952 rates, in anticipation of additional economies which are 
expected to result from the management improvement program, and reductions 
have also been made because of the greater volume of coin to be manufactured in 
1953. Unit cost reductions range from 6 cents for the l-cent piece to 45 cents 
for the 50-cent piece. 


2. Processing deposits and issues of monetary metals and coins 


The deposit activity includes the cost of receiving deposits of gold and silver 
bullion from the public; disbursement of gold bars for industrial, professional, and 
artistic use, and other purposes; moving, shipping, and storing bullion and coin; 
costs incident to the receipt and recoinage of uncurrent coins; and investigations 
necessary in connection with the enforcement of provisions of the Gold Reserve 
Act of 1934 and the acts relating to the purchase of newly mined domestic silver. 
The type and variety of functions included in this activity precludes the use of 
meaningful unit costs. 

The cost for this activity for fiscal 1953 is estimated at $891,900, representing 
a decrease of $6,200 from the 1952 cost. The savings in 1953 is caused by the 
reduction in annual leave for that year (Public Law 233). 
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Selected statistics regarding deposit activity 


Fiscal year 1951 | Fiscal year 19521 Fiscal year 1953 
(actual) | (estimate) (estimate) 


| 
| 
| 
Number of deposit transactions . 10, 148 | 10, 000 
Gold receipts (value) | $101, 268, 409 | $100, 000; 000 
Gold disbursements | $2, 575, 737, 580 | $2, 600, 000, 000 
Sales of gold bars for industrial, professional and artistic | 

use (value) $86, 345, 450 
Silver receipts (fine ounces) 141, 771, 633 
Silver disbursements (fine ounces). _.....-.....-.---- ses 3, 324, 378 
Uncurrent coins received and melted (pieces)... ......-- 53, 206, 533 


Description 





3. Protection of monetary metals and coins 


The Bureau of the Mint is responsible for the physical custody of the Govern- 
ment’s stock of gold and silver bullion and coin amounting to approximately $25 
billions, located at seven different mint institutions. Continuous protection must 
be maintained at each one of these institutions 24 hours per day, every day in the 
year. The protection cost includes salaries of guards, purchase and maintenance 
of mechanical protective devices, uniforms, ammunition, etc. At the Fort Knox 
and West Point bullion depositories, the major cost is charged to protection. 

In addition to protecting gold, silver, and coin the mint furnishes storage space 
to other Government agencies to the extent of available facilities. No additional 
guards are added for this Mg inet and no charge is made for services rendered. 
A substantial savings to the Government is realized, however, as the nature of 
items placed in the mint for safekeeping are such as would require extremely 
costly protection elsewhere. 


4. Refining gold and silver bullion 


It is anticipated that the refinery activity will be continued during the fiscal 
year 1953 at the same level as during the past year, i. e., operation of the elec- 
trolytic cells at San Francisco and continuation of fire-process operations at New 
York. The electrolytic cells cannot be operated at New York until the Cottrell 
system (a means of recovering fine particles of gold and silver) is repaired. Assum- 
ing that the coinage demand will continue at an accelerated rate during fiscal 
1953, it is planned that the Denver refinery will remain closed in order to provide 
additional facilities for coinage operations. 

As will be noted from the following table, showing stocks of unrefined bullion 
at the close of several fiscal years, there is a large backlog of unrefined bullion on 
hand in the mints and assay offices which should be processed through the re- 
fineries, 


Stocks of unrefined bullion at close of fiscal years 1948, 1949, 1950, and 1951 


Gold (fine Silver (fine Total (fine 


ounces) ounces) ounces) Total (tons) 


Fiscal year— 
1948 i 14, 341, 019 43, 371, 821 1, 487 
16, 048, 049 44, 966, 031 1, 542 
14, 864, 939 7 1, 463 
16, 624, 328 44, 844, 474 1, 538 


5. Executive direction 


The cost of this activity, amounting to $114,838 in 1951, includes the salaries of 
the top executive and assistant in the large Mint offices, and the head of each of 
the smaller offices. The cost for fiscal 1952, estimated at $124,600, includes salary 
increases granted to per annum employees in fiscal 1952 and the cost of an extra 
day’s pay in that year. 


IntropucToRY STATEMENT OF NELLIE TaAYLoE Ross, Drrector OF THE 
Mint, FOR PRESENTATION TO THE TREASURY SUBCOMMITTEE ON APPRO- 
PRIATIONS 


Mr. Chairman and members of the committee, the activities of the Bureau of 
the Mint include the manufacture of coins; the receipt of deposits of gold and silver 
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bullion; the safeguarding of the Government’s holdings of monetary metals and 
the refining of gold and silver bullion. The activities, other than coinage, remain 
at about the same level from year to year and the cost of these functions as a rule 
changes little except as they reflect salary and wage increases. Therefore, it is 
the Mint’s major activity—production of coins for the country’s business trans- 
actions—which largely governs changes in the amount of appropriation requests 
from year to year. The committee will recognize, I am sure, that the Mint has 
no control over the demands made upon it for coins and has no alternative but to 
ask the Congress to appropriate funds in amounts considered necessary to supply 
the country’s requirements for metal money. We have always requested the 
Congress to appropriate larger sums in peak periods of demand and accordingly 
have reduced our requests at times when the demand has not been greet. , 

The coinage requirements of the country vary greatly from one period to an- 
other, and the variations sometimes are unpredictable and drastic. Changes in 
demand are usually rapid, whether up or down. But as a general rule, supported 
by mint experience, in times of peak business activity, when employment and 
income are high, the coin demand is large, and in times of slack business it declines. 
For example, at the beginning of World War II requisitions amounted to about 
one and a half billion pieces annually, but by the middle of the war, they totaled 
two and a half billion pieces a year. After the war was over they began to decline, 
and by 1950 only a half billion coins were shipped from the mints into channels of 
trade. With the outbreak of the Korean aggression in 1950, which was attended 
by a sharp increase in business activity, orders suddenly and drastically increased 
to a point where a billion and a half coins were required in the fiscal year 1951. 
Because of the variable requirements the mint has from time to time had to ask 
the Congress for supplemental appropriations. On the other hand, whenever 
they have declined, the mint has reduced its operations and returned unused ap- 
propriations; as in the fiscal year 1950 when a million dollars of its funds were un- 
obligated. The mint has kept faith with Congress in this respect and will con- 
tinue to do so. 

As before stated, the call for coins following the outbreak of the Korean conflict 
increased sharply and during the fiscal year 1951 one and a half billion pieces were 
shipped to the banks, which was three times the quantity required in the previous 
fiscal year. ‘The current year was entered without reserve inventories of finished 
coins or of work-in-process. Although the mint has substantially increased its 
production by hiring additional employees, by working overtime within the limits 
of available funds, and by improving manufacturing processes, the output during 
the first 6 months has failed to meet the requirements. The Treasurer of the 
United States and the Federal Reserve banks and branches have rationed coins 
since the beginning of the current fiscal year due to inadequacy of supplies. This 
rationing has been necessary even though repeated country-wide appeals have been 
made to the public to return idle coins to the channels of trade in conformity 
with the suggestion of the House committee in its report on our 1952. appropria- 
tion request. We have had excellent cooperation from the press, from radio and 
television, as well as from banks and other business people, in our campaign to 
direct the public’s attention to the shortage of coins and the importance of there 
being returned to circulation those sidetracked in piggy banks and other recep- 
tacles. It is, of course, difficult to appraise the actual results of the publicity 
campaign but, generally, there is much evidence that it had a very worth-while 
effect. Of course, as with all shortages, there were undoubtedly some instances 
where the campaign has prompted hoarding, but I feel sure these were in the 
minority. 

Nevertheless, the fact that the mint has not been able to meet the demand for 
coins has brought forth spirited complaints from the banks and other business 
people inconvenienced by the shortage. This unsatisfactory condition can be 
remedied only by increasing the output of coins. Accordingly, a supplemental 
appropriation of $465,000 will be requested for the current year to provide for some 
increase in production, and also to pay part of the cost of salary and wage incr2ases 
for classified and per diem workers. These increases were granted subsequent to 
the passage of our 1952 Appropriation Act. If the supplemental request is granted 
total appropriations for the mint in 1952 will amount to $5,065,000. 

The estimate for 1953, $5,780,000, has been increased over the grant of 1952 
for the purpose of augmenting the mint’s output of coins and avoiding thereby a 
recurrence of the shortage which has existed during the current year. The appro- 
priation requested for 1953 will permit production of approximately 2 billion coins, 
as compared with a production of approximately 1,700,000,000 in the current year; 
if the supplemental appropriation referred to above is granted. 
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We believe that production of approximately 2 billion coins in 1953 will meet 
the demand of that year, but it is not expected that this volume will provide 
restoration of normal reserves in the distribution channels, which were wiped out 
during the recent months of coin shortages and during the rationing program which 
has been in effect. The mints have now practically no coin reserves, and the 
balanees in the Federal Reserve banks and branches are extremely low. Their 
reserves will ultimately have to be replaced, and this will lay an additional] burden 
upon the mint. 

We have been making a continuing effort, through our management program, to 
increase production and reduce costs in the mints. The results of this effort are 
best evidenced by the fact that while average salaries in the mints have increased 
about 70 percent in the last 5 years, the unit cost of producing coins is now 6 
percent less than were costs 5 years ago. This reduction in cost has come about 
primarily as a result of improvements in our equipment and manufacturing 
processes, which we shall be glad to explain later to the committee. The most 
significant reduction in costs has been made at the Denver Mint, the one place 
where physical conditions permitted installation of high-powered ultramodern 
machinery. That mint has achieved a 100 percent increase in output while 
reducing the working force about 36 percent. 

It should be emphasized that the other two mints, considering their lack of the 
high-powered equipment that Denver has, have contributed their full part to the 
over-all reduction of costs. In those mints such improved equipment as was 
possible has been adopted and also vastly improved operating procedures, many 
of which were the result of the inventive ingenuity of the officers and their staffs. 

The question may arise why there has not been undertaken for Philadelphia 
and San Francisco the procurement of the same modern machinery that obtains 
at Denver. In reference to Philadelphia, the obstacle with which we have 
struggled for years has been inadequate space. Your committee will recall that 
in 1949 the Congress, concurring in our representation of the great need of a new 
mint at Philadelphia, authorized its construction, and funds were allotted for the 
purchase of a building site—but not for construction costs. Accordingly a 
thorough investigation of building sites was made and the decision upon a selection 
was all but made, when the outbreak of hostilities started in Korea. We were 
notified by the Public Buildings Administration that in conformity with a Govern- 
ment-wide policy regarding public buildings projects, the construction of a new 
mint would be indefinitely deferred. Forthwith we started in my office, in 
collaboration with officers of the Philadelphia Mint, a thorough study to deter- 
mine whether it would be possible and advisable to undertake to crowd large 
modern machinery into the limited space. That study discloses that the purchase 
of the equipment on the scale proposed, and its installation together with necessary 
structural changes in the building would cost not less than $24 million—assum- 
ing that the required materials could be procured. 

It shows also that a considerable number of years of mass production of coins 
would be required to offset that expenditure, in reduced operational costs. In 
view of our confident expectation that a new building will materialize it is plainly 
questionable whether such a heavy expenditure for structural work on the old 
building can be justified. However, we are continuing our study with the idea 
that ways may be‘devised whereby equipment comparable with that at Denver 
can be procured, on perhaps a more moderate scale than was contemplated and 
with much less costly changes in the building. In that case we would feel justified 
in coming before the Congress with request for funds to cover the expense. 

In reference to San Francisco, we do not contemplate a relatively large expan- 
sion there. The productive capacity of the mint’s machinery, together with 
greatly improved operational methods that have been effected, is sufficient to 
meet the coinage demands of the area it serves. As replacements in machinery 
become necessary, improved types will be adopted. 

While the story, as outlined in this statement, with respect to the mint’s in- 
creased requirements for funds may seem out of line with the current necessity 
for economy, I beg you to consider the fact that an increased appropriation for 
coin production does not have the over-all effect of worsening the Government’s 
financial condition. The mint’s revenues from higher coin production increase, 
proportionately, at a much higher rate than does the increase in manufacturing 
costs. Revenues for the fiscal year 1953, which results chiefly from seigniorage 
on coinage, are estimated at approximately $83 million as against an appropriation 
of $5,780,000 requested, for operating expenses, for that vear. 
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EXPLANATION OF BUDGET INCREASES 


Senator Kitcore. Will you now just point out to us the additions 
and the reductions that have taken place, and the reasons, and the 
causes? 

Mrs. Ross. I will be glad to do that. 

Senator Kincore. And may I say also that you may have any 
member of your staff answer any questions, should you so desire. 

Mrs. Ross. We are asking you for $5,780,000 for 1953. This year 
our appropriation was $4,600,000. That is an increase of $1,180,000. 
Assuming that we get $130,000, which we believe you expect to 
grant us to cover per annum increases in pay 

Senator Kiicore. In other words, how much of that is for per 
annum increases in pay? 

Mrs. Ross. The $130,000 added to this year’s appropriation, 
would be $4,730,000. 

Senator Kincgorr. You have a certain differential in there. What 
is that differential? 

Mrs. Ross. $130,000. 

Senator Kitcorer. That is to take care of, shall we say, legislative 
automatic pay increases? 

Mrs. Ross. The $130,000 is to take care of those increases. 

Senator Kiicore. So that the actual differential in there for which 
you may be responsible is how much? 

Mrs. Ross. $1,180,000, exclusive of the $130,000. 

Senator Kiicore. If vou take the $130,000 from the difference, 
what do you get? 

Mrs. Ross. Just a second, and I will tell you. If we get the 
$130,000, we will have $4,730,000. 

Senator Kitcorr. No. The point is that I think it is incumbent 
on Congress to furnish enough money to take care of such pay in- 
creases as you must take care of. Iam trying to get at the additional 
money, additional job placements and things, between what you now 
have and what you expect; and, in order to do that, I want to deduct 
the automatic pay increases on your present personnel. 

Mrs. Ross. It would make a difference of $1,050,000, assuming 
we get the $130,000. 

Senator Krtgorr. That would be the additional money you are 
asking for the Bureau, over and above the present operating expense, 
plus the additional pay increases which Congress voted? 

Mrs. Ross. That is true. 

Senator Kricore. All right, fine. 





ABSORPTION OF PER DIEM INCREASES 


Mrs. Ross. Now, we would have to absorb the per diem pay in- 
creases that have been granted. We are absorbing part of the cost 
this year, because we have no provision for them in our appropriation ; 
this current appropriation. 

Senator Kitcorre. You mean 1952? 

Mr. Howarp. We will absorb $150,000 in 1953 to pay per diem 
employees. Because we have made no provision in this appropriation 
for that. 
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Senator Kircore. Well, is that your $150,000 that you were talking 
about? 

Mr. Howarp. They are per diem. The $130,000 is per annum. 

Senator Kiicore. So in addition to that you have how much of 
per diem people you have had to hire? 

Mr. Howarp. We are giving wage increases this year to per diem 
people, which next year will cost us $150,000. Those have been given 
since this estimate has been prepared. Therefore we will have to 
absorb it. Congress will not be asked to grant it. 

Senator Kitcore. Actually, then, you had a supplemental for 
$465,000, which takes care of the Wage Board and things like that. 

Mr. Howarp. This year, but not next year. 

Senator Kritcore. I am talking about 1952. 

Mrs. Ross. Yes; for this year. 

Senator Kitcors. To take care of your additional expense on that 
sort of thing for this year. 

Mrs. Ross. But there is no provision made for that in the 1953 
appropriation. 

Senator Ki.gore. Let that go in the record at this point. 

(The material referred to is as follows:) 

Notse.—Supplemental estimate submitted in House Document 348. 

BUREAU OF THE MINT 
SALARIES AND EXPENSES 


For an additional amount for ‘‘Salaries and expenses’’, $465,000; 
Provided, That appropriations grated under this head for the fiscal 
year 1952 shall be available for paying wage increases from the date of 
approval by the Treasury Department. 

This additional amount is required to (a) pay the cost of salary increases au- 
thorized by Public Law 201, Eighty-second Congress, in the amount of $130,000, 
(b) provide for wage board increases in the amount of $85,000 retroactively to the 
dates of approval by the Treasury Department Wage Board, and (c) manu- 
facture an additional 240 million coins at a cost of $250,000 to provide for require- 
ments and to restore inventories to a reasonably safe level. The current increase 
in the. demand for coins was not anticipated when the annual Budget was prepared, 
and inventories are now at a dangerously low level. 


COIN DEMAND 


Mrs. Ross. Mr. Chairman, we have had an _ unprecedentedly 
heavy demand for coin, except for the demand at the peak of World 
War II. That has been since the outbreak of the Korean conflict. 
[t started about the beginning of the fiscal year 1951, and the demand 
steadily mounted until we got ourselves into a situation where we 
could not produce enough coin to meet the current requirements. 
You have read and heard, I am sure, about the banks making a very 
spirited complaint about the shortage of coins. We were subjected 
to some criticism, for a time because we could not produce enough 
coins to meet the requirements. 

Now, there were several factors to account for that situation. 

Senator Kircorr. You have the mechanics to do it, but you did 
not have the funds? 
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PRIOR YEAR APPROPRIATIONS 


Mrs. Ross. We had all the facilities that were needed. There 
were several factors. In the first place, you will remember that we 
had asked for a supplemental appropriation to enable us to build up 
our force somewhat—well, we asked for $330,000 and we were grante< 
$130,000. And all but $82,700 of that had to go for wage increases. 

Then you will remember that the appropriation act for 1952 was 
delayed. Not until August did we receive the funds granted to us. 
We couldn’t “steam up,” so to speak, and get our machinery going on 
a high-powered basis. 

Senator Kitcore. That is why we are crowding the evidence, so 
that there is not going to be any of that this time. 

Senator Ecron. Is that the reason there is such a dearth of 50-cent 
pieces around Washington? 


COIN SHORTAGE 


Mrs. Ross. It is the reason there is such a shortage of coins gen- 
erally. 

Senator Kiicgore. For instance, when you go in and ask for change, 
you will get it in quarters. It is very seldom you will pick up a 50-cent 
piece. Over in our States you will get 50-cent pieces. 

Senator Ecron. I don’t believe I have had over 10 50-cent pieces 
here in Washington in the last 5 years. 

Mrs. Ross. At the end of December, we were out of practically 
everything, 50-cent pieces and all the other pieces. 

Mr. Howarp. Senator, I believe we can give you an explanation 
why you don’t get 50-cent pieces back East. 

Senator Ecron. Why is it? I have wondered. 

Mr. Howarp. You will notice that practically everybody around 
here making change has a change belt, and they don’t have a 50-cent 
tube on it. They have quarter tubes. If you buy newspapers or buy 
a fare on a streetcar, when the man pushes those change machines he 
never gives you 50-cent pieces. And if you give him a 50-cent piece, 
a lot of times you will notice he will throw it in a box or put it in his 
pocket. The other change he puts in the machine. 

Mrs. Ross. In any case, we have been out of 50-cent pieces during 
this period of shortage. 

Senator Krigore. That does not account for the fact that even up 
in our disbursing office if I lay a bill on the counter and say, “T want 
change for this,’ I will get three quarters. It used to be that 1 would 
get a half dollar, a quarter, two dimes, and a nickel. 

Mrs. Ross. Senator, the 50-cent piece with the new design is such 
a beautiful coin, too. 

Senator Kitaore. I have not seen one of them. 

Mrs. Ross. Imagine that. Now, they have been issued severa! 
years. They have the portrait of Benjamin Franklin on one side ani 
the Liberty Bell on the other. It is possible that many of the first 
coins that were issued were sidetracked, because of their being new 

Senator Kincore. Mrs. Ross, is it not a fact also that small change 
and I speak here of pennies, nickels, and dimes, due to various Stat: 
taxes, have been in much greater demand? 
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Mrs. Ross. Oh, yes; and due to vending machines and, I would say, 
odd-cent prices that are charged for goods, the cash-and-carry systems 
of merchandising. All of those things combined with lively business, 
make the demand. 

Senator Ecron. And vending machines now exist for almost 
everything. 

Mrs. Ross. Almost everything. They are just an integral part of 
our economy now; these vending machines. 

Senator Kitcore. For instance, an interesting experience occurred 
in my State. I stopped at a filling station to buy a Coca-Cola. We 
have a law down there that puts a l-cent tax on each bottle of soft 
drinks of 5 cents’ valuation. That automatically puts it into the 
consumer sales tax area if it is handled by a vending machine, which 
adds another penny, which makes it seven cents. In other words, 
2 cents of that is tax. 

Now, the machine had a change machine on it, which I could put a 
quarter in and get the necessary change to feed the machine. Well, 
that meant that I put a quarter in, and I got a dime and two nickels 
and 5 pennies out of the change machine. Well, that took quite a 
stock in there to feed that. 

Then I would put the nickel, or the 2 pennies, in the vending 
machine, or if there were two of us I would have to put 2 pennies first 
and then 1 nickel and then 2 pennies and another nickel, in order to 
get. two bottles of pop out of there, which meant a terrific drain on 
coinage in that one machine. 

Mrs. Ross. Of course. Parking meters all over the country con- 
sume a great many of them. They have them in all the large and 
small cities. 

Senator Ecron. Every cow path, almost, has a parking meter. 

Mrs. Ross. Senator, we have the facilities to produce the coins and 
the know-how to do it. It is just that we have to*have the required 
personnel to man our machinery 

Senator Ecron. I just wanted to ask Mrs. Ross: You have all the 
necessary machinery and equipment to make these coins? 

Mrs. Ross. We have plenty; yes. Of course, we would like to have 
more modern efficient machinery but the shortage of coins has not 
been for lack of facilities. 

Senator Ecron. And the metal? 

Mrs. Ross. We have been getting the metal. 


OPERATIONS 


Senator Ecron. All you need is operations expenses? 

Mrs. Ross. Operating expenses; yes. 

Mr. Howarp. I might say that during the first 6 months of this 
vear we spent just as much money as we dared spend. Because we 
have to watch against running into a deficit. In other words, we 
shot the works. We figured very closely and took all the money that 
we could and worked overtime and hired what few people we could 
hire in the first 6 months. 

You mentioned those half-dollars a while ago. We were so short 
of cents. Cents seemed to be the bad actor. Everybody wanted 
cents because of the tax. And we concentrated on cents. We made 
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as many of those as we could, and we did not make the half-dollars 
and quarters that we probably should have made. But it was a 
question of robbing Peter to pay Paul, and the greatest squawk 
seemed to be coming from the vending machine people and Sea beaks 
supplying them. So we concentrated on the l-cent pieces. 

We did manufacture to the extent that we could. We made 
920,000,000 coins during the first 6 months of this year and delivered 
937,000,000, which left us a balance on December 31 of only 34,000,000. 
That balance was in three different mints and five different denomi- 
nations, which meant that it was not a balance at all, but just a few 
coins lying around for next day’s shipment. Where a bank would 
order $20,000 in cents, we were delivering say, four or five thousand, 
just any number to try to get by. They in turn would ration them 
to the other banks, and from those banks to the business people. 

You mentioned premium: I do think there were some people, when 
the new cigarette tax went into effect in November, I belloed Novem- 
ber the Ist, who changed their prices, and they have a habit of slitting 
the side of the package and putting the change in the package in 
these machines. And I believe it was at that time when they actually 
did pay a premium to get some of them, they wanted them so badly. 
That was when we were right at the lowest ebb in furnishing the 
country with coins. 

Not trying to throw the blame any place else, had we been able to 
carry out the program we envisioned last January, when we asked for 
a supplemental appropriation to be made in April, and our 1952 appro- 
priation to following Julv-——had we gotten the money we asked for 
and made the pieces of coin we said we would make, we would, I be- 
lieve, have been able to satisfy the demand. 


COIN INVENTORY 


Senator Kitcore. Let me ask you a question at that point. Now, 
in fiscal 1951, you produced 1,157,820,778 coins, and at the end of 
1950 you had on hand 416,173,302 coins. 

Mrs. Ross. That was a good inventory we had, at the start of 1951. 

Senator Kircore. That was your inventory, and that was your 
production. Now, in 1951 fiseal, you produced, as I say, 1,157,820,778 
coins. That is 1951. Now, in 1952, your estimated production of 
pieces is 1,325,000,000 coins. And your budget i is based on an estimate 
of what is needed, as 2 billion coins. Now, what do you have on hand 
as of, savy, December 31, 1951? 

Mrs. Ross. We had none as of December 31, hardly. 

Mr. Howarp. Actually 34,450,000 the figures are, which is “none.” 

Senator Kirgorr. You had that many on hand. And how many 
did you have on requisition or on request? 

Mr. Howarp. I don’t know, but it was more than that inventory. 

Senator Kricore. Could you supply the amount of request as 
compared to the inventory as of December 31 and break it down by 
denomination? 

Mrs. Ross. We could present what we had in requisitions, but the 
banks were holding back orders. We had asked them all to hold 
back orders as much as they could. 

Senator Kitcore. I know. But here we have a certain number of 
coins of various denominations. You have a certain amount of de- 
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mand from the banks, which we, as a Government, should supply. 
Now, I take it from the testimony that the demands far exceeded the 
supply. My suggestion was that you supply for the record the exact 
number of coins you had on hand as of December 31, and the exact 
number of requisitions you had, which will show, in other words, the 
amount of excess between supply and demand. 

Mrs. Ross. It will to the extent that the requisitions represented 
the demand. 

Senator KitGore. Yes. 

Mrs. Ross. Of course, they didn’t wholly, because we were calling 
on the banks to hold back their requisitions as much as they could. 
But of course, we will be glad to supply the figures you ask for. 


COIN STOCKPILE 


Senator Kitcore. Then if you could also bring that figure on the 
stockpiling request up to, well, the latest available date 

Mr. Howarp. I might say this, Senator, when you are talking about 
December 31, our peak demand is December 20. After Christmas 
it quiets down, and in January and February it will be quiet. 

Senator Kiitcore. But over all it will give us a fair picture to 
present. 

(The information referred to is as follows:) 


Comparison of coin inventories in the mints with unfilled orders for coins last week 
of December 1951 } 


[Pieces] 


| 


| SOcents | 25 cents 10 cents 5 cents 1 cent Total 


Unfilled orders 3 1, 504, 000 3, 360,000 | 12, 620,000 | 21, 707,000 | 3, 100, 000 42, 291, 000 
Inventory in mints 1, 065, 269 461, 086 1, 357, 729 24, 000 23, 898, 896 | 26, 806, 980 


Excess of orders ; 438, 731 2, 898,914 | 11, 262,271 | 21,683,000 | —20, 798, 896 15, 484, 020 


Inventory of coins held in the mints on Feb. 15, 1952! 


50 cents 25 cents 10 cents 5 cents 1 cent Total 


Pieces | 4,596,807 | 22,853, 352 | 18, 094, 330 803, 999 177, 723, 895 | 224, 072, 383 


1 The Treasurer of the United States followed the policy of rationing coins during the entire first half of the 
fiscal year 1952 due to the extremely heavy demand and the mint’s restricted production rhe backlog of 
orders during that period ranged between 40 to 75 million coins in all denominations. This backlog, how- 
ever, represented only those orders for which requisitions had been filed with the Treasurer, United States 
by Federal Reserve banks and branches and does not take into account the backlog of orders at the Federal 
Reserve or commercial banks. There were no unfilled orders for coins as of Feb. 15, 1952. This is due 
to the fact that the heavy demand for coins consistently occurs in the first 6 months of each fiscal year, 
during the crop moving and Christmas trade. During the months of January, February, and March the 
demand is usually very slack and does not increase until the Easter trade early in the spring, and the vaca- 
tion trade in the middle of thesummer. This same trend is repeated year after year and explains the reason 
why there are no unfilled orders in February although there was an acute shortage of coins during the 
period July to December 1951. 


COIN DEMAND 


Mrs. Ross. The striking fact is that the demand mounted, from a 
half a billion in 1950 to a billion and a half in 1951. You can see 
what a drastic increase that was. 

Senator Kiireorn. The silver we used in silver coins has, shall I 
say, a rather dual value; is that right? Because we treat that silver 








326 TREASURY AND POST OFFICE APPROPRIATIONS, 1953 


as a property of the United States Government, because it goes into 
coins. 

Mr. Howarp. It is the property of an individual once it is paid out. 
Senator Kitcore. But it is a part of the American silver supply, 
those coins are. It is an asset of this Government. And we also 
have the silver value of the silver in stock, on which we draw. Isn't 

that right? 
Mr. Howarp. That is right. The silver in stock is an asset of the 
Government. 
MASS COIN PRODUCTION 


Senator Ecron. I notice, Mrs. Ross, in your table of comparisons 
in your justification between the fiscal year 1952 and the fiscal year 
1953 the unit cost is down appreciably for 1953. Is that due to the 
additional piece business that will be coined? In other words, mass 
production? 

Mrs. Ross. Mass production? Well, that is a factor. It is due also 
to improvements we have made in our processing methods and also 
in the installation that we have effected of better machinery, better 
type machinery, than we have had in former years. At the Denver 
Mint, which is the only place in the field where there was floor space 
to install high-powered supermodern machinery, we have reduced 
costs drastically, and increased. production since 1946. 


COMPARISON OF COSTS AT UNITED STATES MINTS 


Senator Kircore. Could you give us an idea of the different costs 
between the different mints and a survey of the reasons therefor? 

Mrs. Ross. The costs have been substantially reduced in all the 
mints. Now, when it comes to a breakdown as between the mints—— 

Senator Kirgors. If you don’t have it ready, could you furnish it 
for the record at this point? That is not in any spirit of condemnation 
of mint management, but as explanation of how the use of proper 
machinery will reduce the cost of Government. 

Mrs. Ross. That is right here, and we can submit it. You don’t 
want it read to you now? 

Senator Kircore. No; but we will have it put into the record at 
this point. 

(The material referred to is as follows:) 
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Manufacturing costs per 1,000 coins by mints and denominations, fiscal year 1951 
Total man- Total man- 
Quantity | ufacturing |, Cost per Quantity | ufacturing Cost per 
Denomination | produced | cost exclu- 1,000 || Denomination | produced | cost exclu- 1,000 
(pieces) sive of coins (pieces) sive of coins 
metal | metal 


Philadelphia; San Francisco 
1 cent 292, 440, 570, $457, 335. 46 $1. 56 1 cent 126, 045, 000! $220, 466. 58 
3 cents 10, 091, 432 36, 452. 03 3.6 5 cents 7, 776, 000 27, 897. 37 
10 cents 79, 516,557) 146, 954, 24 85 | 10 cents. | 30, 120, 000 71, 845. 96) 
25 cents 20, 220,948! 133, 822. 56 4. 58 | 25 cents 11, 984, 004 63, 429. 38 
50 cents 6, 992, 229 61, 801. sd 8. 84 | 50 cents....| 3, 286, 004) 24, 623. 58 


Total 418, 263, 736 836, 366, 13} . Total. V7 ‘9, 211, 1, 008) 408, 262. 87 


SSS —— = i 
Denver: | | Totals, all 
1 cent 447, 505,000, 372,919. 20 & mints: | 
5 cents | 22, 978, 030 67, 069. 91 2. 92 | 1 cent 865, 990, 570) 1, 050, 721. 24 
10 cents 52, 103,000) 120, 118. 04 2.31 | 5 cents | 40,845, 462) 131, 419. 31 
25 cents | 30, 808, 400) 127, 759, 24) 4.15 | 10 cents | 161,741,557) 338, 918. 24 
5) cents 6, 951, 604) 44, 279. 80 6.37 | 25 cents....| 72,013,352) 325,011.18 
— — —|—--——— || 50 cents____| 17, 229, 837| 130, 705. 22 
Total._..| 560, 346, 034 732, 146. 19] — — ——'— 
| | Total. 1,157,820, ‘778)1, 976, 7 775. 19 


Norge.—Cost variations as between mints are due to different types of manufacturing equipment in the 
mints; differences in the rates of pay for per-hour workers whose wages are adjusted to the prevailing rates 
in the locality where they are employed; frequency of changes in production schedules and volume of pro- 
duction; and other factors 


COIN PRODUCTION COSTS 


Senator Kingorn. And the reason you have been able to do better 
in some places is that that is where you have had the floor space? ~ 

Mrs. Ross. We had the floor space at Denver which we didn’t have 
in the other plants. I think it would be interesting to you to hear of 
a fact 1 have here in my papers, which I would like to emphasize. It 
is a result of our effort, through our management program, to increase 
production and at the same time reduce costs in the mints. While 
salaries have increased 70 percent in the last 5 years we have reduced 
the unit cost of production 6 percent below that of 5 years ago. 

Senator Kingorsn. So that the salary cost bas been absorbed 
the same time the unit cost has been reduced? 

Mrs. Ross. That is exactly right. Now, this production has come 
about primarily as a result of improvements in our equipment and 
manufacturing processes, which we will explain to you here if you 
want it in detail. The most significant reduction, as I have said, has 
been made in the Denver Mint. That mint has achieved a hundred 
percent increase in output and reduced the working force at the same 
time 36 percent. The other two mints, considering their lack of 
that high-powered machinery and the differences in physical condi- 
tions relating to the buildings, have contributed their full part to the 
reduction in costs. ‘They have adopted vastly improved methods of 
production, as has the Denver Mint. All three of them have. We 
have in fact revolutionized mint operating procedures in the last 15 
years. 

NEW EQUIPMENT 


Senator Ecron. I notice in that connection, in this justification, 
for fiseal 1952 you had $100,000 for equipment, and you are requesting 
$100,000 for 1953. Is that additional new equipment? 

Mrs. Ross. Well, most of it is replacements. 
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Mr. Howarp. That is not for additional new equipment. It is for 
replacements. It represents what will break down through the year 
that we will have to replace. Our equipment costs a terrific amount of 
money. If we were to go in for this high-powered equipment we have 
in Denver it would cost four or five hundred thousand dollars. 

Mrs. Ross. That is, if we undertook to acquire that high-powered 
modern equipment for the other mints. 

Senator Ecron. So this hundred thousand that you are asking is 
to maintain the present equipment? 

Mrs. Ross. The present operating machinery. It requires of course 
a good deal of maintenance work. 

Senator Kircore. Now, here you have asked for a certain sum of 
money, contemplating the prod ction of 2 billion pieces of money. 
If that were reduced, shall we say, to 1,500,000,000, how much reduc- 
tion would that work on the budget? This is an arguing point; that 
is all. 

SEIGNIORAGE COSTS 


Mr. Howarp. It would mean a terrific reduction in revenues. Of 
course, it would mean this. It would all depend on which pieces 
you cut. For example, when we make 1-cent pieces, when we work 
up a pound of material on that, we make a dollar and 1 cent per 
pound profit on the material. We get 145 pieces out of a pound of 
material. If it is 5-cent pieces, for example, we work up a pound of 
that material, and we get ninety 5-cent pieces, or $4.50, and our 
metal cost and manufacturing cost is 58 cents, which leaves us a 
profit of $3.92 to go into the general fund of the Treasury. 

Senator Krigorrn. Now, when you get into silver pieces, like 25 
cents and 50 cents, what happens there? 

Mr. Howarp. Well, we can take silver that is carried at about 
66 cents an ounce. That is about the average cost. And out of 
every ounce that we coin of that, if we coin it in half dollars, quarters, 
and dimes, the face value will be $1.38. 

Senator Kitcorre. Now I will go a little further. On your esti- 
mates here on coinage, on those 2 billion pieces of money under 
distribution that you think will meet needs, you have a certain cost 
per 1,000 pieces set forth in your summary, say $1.16 per thousand for 
pennies, $2.16 per thousand for nickels, $1.99 per thousand for 10-cent 
pieces, $4.99 for 25-cent pieces, and $7.20 per thousand for 50-cent 
pieces. Asa preliminary, that does not include the cost. of the metal. 
That is just the manufacturing cost of running it through, not includ- 
ing the cost of the metal used? 

Mr. Howarp. That is right. 

Senator Kitcorr. Now, would there be an increased cost on any 
of those pieces if you reduced the total tonnage 1,500,000,000 pieces? 

Mr. Howarp. There definitely would, because you have a certain 
amount of overhead that must be absorbed. The more pieces you 
produce, the thinner the spread. 

Senator Kitcore. Now, if you reduced that to 1 million pieces, 
would it go up more? : 

Mr. Howarp. It would go up more. 

Senator Kitcore. If it is not too much to ask of you, could you 
furnish us a little table which would show how much more it would 
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cost to produce it on a basis of 1,500,000,000 pieces by the various 
denominations? 

Mr. Howarp. Yes; I think we could estimate that. 

Senator Kircorr. And in order to get that, let us just be fantastic 
and say 1,750,000,000 pieces, too, so that we are in better shape to 
explain to the committee whether or not a saving can be effected on 
the basis of giving you the money. 

Mr. Howarp. ‘All right, sir. 

(The information requested is as follows:) 


Estimated cost of coinage program, fiscal 1953, if quantities reduced as indicated 
REDUCTION FROM 2,000,000,000 TO 1,750,000,000 PIECES 
Number of 


Denomination pieces to be 
produced 


Cost per 


1,000 pieces Total cost 


1 cent , 206, 625, 000 $1.17 $1, 409, 7 

5 cents 167, 125, 000 3 514, 700 
10 cents 227, 500, 000 v4 

25 cents 101, 500, 000 


A) cents 47, 250, 000 
Total 1, 750, 000, 000 
Equipment 
Total cost 


Nore.—The above total cost represents a reduction, from the $3,667,600 requested for 2,000,- 
000,000 coins, of 


REDUCTION FROM.  2,000,000,000 TO 1,500,000,000 PIECES 


1 cent 1, 034, 250, 000 | $1.19 $1, 226, 600 
5 cents 143, 250, 000 | 3.12 | 7, 400 
10 cents | 195, 000, 000 | 2.04 397, 900 
25 cents | 87,000,000 | 4. 30 373, 900 
50 cents i 40, 500, 000 | 7. 38 299, 000 


Total 1, 500, 000, 000 2. 744, 800 
Equipment . } , 000 


lotal cost an 2, 844, SOO 


NotTrE The above total cost represents a reduction, from the $3,667,600 requested for 2,000, 
000,000 coins, of 


Mrs. Ross. Senator Kilgore, I hope your committee will bear in 
mind that if we produced 2 billion coins for the year, we will turn into 
the general fund many times the amount in seigniorage that it would 
cost the manufacturer. 

Senator Kitcore, | know. But may I say this: That in justifying 
the expenditures, we have to show whether or not there is a saving, 
and when we can show proper justification in the budget it is much 
simpler for us. 

Mrs. Ross. I am sure your committee doesn’t want us to get into 
the predicament again where we cannot supply the Nation’s demand 
for coins. It was very trying on the banks and on business and 
extremely distressing to us of the mint to be in the position where 
we couldn’t supply the demand, while we had all the facilities required 
to do it. 
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ORIGINAL BUDGET REQUEST 


Senator Ecron. What is the amount of difference between what 
you requested in your budget and what the Director of the Budget 
recommended? In other words, did the Budget grant you the amount 
of your request? And if not, what was the amount of the difference? 

Mr. Russe.u. Senator, we submitted a request to the Bureau of the 
Budget in the amount of $5,750,000. Now, they made some minor 
adjustments in that. They cut $50,000 for equipment. We had 
originally asked for $150,000 for equipment. 

Senator Kitcorr. By that you mean they cut out new equipment 
and gave you just replacement and maintenance? 

Mr. Russetu. No, sir; they cut that amount of $50,000 and left us 
with $100,000 

Senator Kitcore. I think it was said a short while ago that this 
$100,000 would just buy parts and things to keep your present set-up 
operating; is that correct? 

Mr. Russexu. That is right. 

Mrs. Ross. But we asked for more for that. 





BUDGETS OF UNITED STATES MINTS 


Senator Kitegore. But you asked for $50,000 more, which would 
have, as you say, expanded your facilities. 

Mr. Russexii. On that point, the mints actually came in with re- 
quests for the fiscal year 1953 of $550,000 worth of new equipment. 
But we were operating under a budget ceiling, and in our own office 
we reduced that to $150,000. Now, the $150,000 figure that we went 
forward with to the Bureau of the Budget——— 

Senator Kitcore. Was reduced to a hundred thousand dollars? 

Mr. Russevu. Was finally reduced to a hundred thousand dollars. 
In addition to the $50,000 reduction, they made some other smaller 
reductions for rounding purposes, totaling $10,000. So we came up 
with a net reduction by the Bureau of the Budget of $60,000. They, 
therefore, allowed us $5,690,000 on our original request, but they gave 
us a credit of $90,000 for the cost of the classified pay increases in 1953, 
which brings the total to the $5,780,000 that is in the budget now. 

Mr. Howarp. I might say that when they gave us the $90,000 we 
were informed that we would save $75,000 due to the change in the 
leave regulations. 

Senator KriGorr. Now, one other question on this point. We have 
heard a whole lot about the shortages of copper, nickel, and things of 
that kind. Is there any problem of your getting the metal for the 
nickels and the pennies? 

Mrs. Ross. We have been getting it, and, Senator, I anticipate we 
are going to continue getting it. Now, of course, I am not a seer, and 
I couldn’t say positively. 

Senator Kitcgore. Could I ask you: What has happened to those 
iron pennies? 

Mrs. Ross. They are automatically being eliminated, because, as 
they become unfit for circulation, they come back into the mint. 
And under the law we never can toin them again. 

Senator KitGore. In other words, you are disposing of them as 
fast as you get your hands on them? 
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Mrs. Ross. As scrap, as fast as they come in. 

Mr. Howarp. I might add, though, that we put out 1,100,000,000 
of those, and so far we haven’t got back more than 100,000,000. The 
rest of them are out and not coming back. I believe that when you 
asked the question of Mrs. Ross, a moment ago, you asked where we 
get the money for purchasing the metal. The silver for the manu- 
facture of silver coins comes from our own stock. On nickels and 
pennies we have a revolving fund. 


ee ee Cie ee ee 


SEIGNIORAGE 





Senator Krtgorr. And how is that working? 
Mr. Howarp. It works all right. As we coin, we take enough out 
of seigniorage to buy more metal. That is an automatic fund and will 
always work. 

Mrs. Ross. Authorized by Congress. 

Senator Kitcore. Are there any language changes in the bill? 

Mr. Howarp. Yes. There is one change to complete the purchase 
of a station wagon at Fort Knox, which we are buying this year, and 
the other one is to simplify the language. It has stated in the past, 
“Each institution is to be operated,” and so forth. We have clarified 
that by just saying those institutions that were in operation last 
year, instead of repeating each and every institution. 

Senator Wiacee I don’t know whether you have, but have you 
filed a personnel table as to just what your personnel consists of? 












STANDARD CLASSIFICATION TABLE 












Mr. Howarp. Yes. On page 285 there is the standard classifica- 
tion schedule, and that gives the personnel. 

Senator Kirgorer. All right. Now, could you take that same 
table and give us the table for the last 5 years from your rolls, so that 
we could have comparisons on average positions in various capacities? 

Mr. Howarp. Yes. 

Senator KitGgore. Fine. 

(The information requested is as follows: ) 







Detailed comparison of positions during the past 5 years with estimated positions in 
fiscal years 1952 and 1953 







od | 1952 1953 
147 | 1948] 1049 | 1950 | 1081 \estimate)| (estimate) 








319.0 | 287. 279.0 | 265. 














| | 

General schedule grades... .....| 0 | 0 272.0} 264.0 264. 0 

re Crafts, protective and custodial | | 
grades “a jitets 256. 0 226. 0 201.0 | 192.0 176.0 | 176.0 176.0 
d Unclassified personnel....-----.| 2,211.0} 1,206.0]  855.0| 812.0 551.0} 612.0 936.0 
ol Pol | seninitlshntonselamenen aaa 
Total positions...........| 2,786.0 | 1,808.0 | 1,335.0 | 3, 260.0 | 999.0 | 1,052.0 | 1,376.0 
3p Deduct lapees.....-.....-..-..-] 148. 8 236. 7 8.3 | 08.5 | 46. 5 45. ~| 76.3 
Total net positions... ... | 2, 637.2 | 1,571.3. | 1, 286.7 | 1, 160. 5 | 952. 5 | 1, 006. 1, 209.7 


Senator Kirgore. Any questions, Senator Ecton? 
Senator Ecron. I believe not. 
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EXPLANATION OF BUDGET INCREASES 


Mr. Howarp. I might say that our only increase for 1953 is for 
coinage, and the personnel increases are for coinage. 

Senator Krugore. To increase the production of coinage? 

Mr. Howarp. That is right. 

Senator Kingorr. And that amounts to $963,800. That is for 
personal services. 

Mr. Howarp. That is right. 

Senator Kiicore. And you have $84,000 there for rents and 
utilities, and $10,000 for other contractual services. There is $121,700 
for supplies and materials and $500 for taxes and assessments. Is 
that right? 

Mr. Howarp. That is right, sir. And that is all related to the 
increase in coinage. 

Senator Kiteore. Every bit of it is related to the increase in pro- 
duction of coins brought about by the increased demand for fractional 
parts of the dollar on behalf of the banks and by reason of State taxes 
and other things causing more usage for fractional coinage. 

All right. Is there anything you want to add, Senator Ecton? 

Senator Ecron. The only place that you mint the silver dollars is in 
Denver? Is that right? 

Mrs. Ross. We are not making silver dollars; there is small demand 
for them. 

Senator Ecron. Are you not making them any more? 

Mrs. Ross. No. We have an ample supply of silver dollars, 
Senator. 

Senator Ecron. You have enough out there as long as we want to 
use them? . 

Mrs. Ross. For many a year to come, considering the present de- 
mand. 

Senator Kitgore. Thanks ever so much, Mrs. Ross, for coming in. 

(Whereupon, at 4:55 p. m., Friday, February 22, 1952, the commit- 
tee was recessed to reconvene on Saturday, February 23, 1952 at 10:30 
a. m.) 
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